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This report examines a feature of A.I.D.
that is, in the view of many inside and
outside the Agency, its most distinctive and
valuable asset: its in-country presence. In-
country presence refers to the Missions and
offices maintained abroad and staffed by U.S.
direct hire development professionals on long-
term assignment. But as much as we value this
asset, our approach to it requires critical analy-
sis in view of rapidly changing global commit-
ments and continuing budgetary pressures.

The very experienced team that performed
this study for the Center for Development In-
formation and Evaluation has provided this
analysis through

e Systematic exploration of the basic ad-
vantages of A.LLD.s in-country presence

o Review of the relationship of these ad-
vantages to the actual functions per-
formed by U.S. staff overseas

» Formulation of a range of short and
longer term options intended to increase
the cost-effectiveness of our approach to
in-country presence while maintaining
the basic advantages

In addition, the team proposed two over-

- arching measures. First, strategies leading to

A.LD.'s In-Country Presence: An Assessment

Foreword

self-reliance should be put in place every-
where. These would entail a planned reduction
of A.1.D. staff involvement as recipient coun-
tries develop the skills and capacity to manage
their own development resources. Second, the
Agency should rely more heavily than it now
does on its foreign national employees and
give them commensurate responsibility.

This report deals with a major aspect of how
we do business. It relates closely to the com-
prehensive management improvement pro-
gram now under way in the Agency. { trust that
its findings and the options it offers will prove
useful to those charged with preparing and
implementing that program.

The report is the first of a number of assess-
ments being undertaken by the Center for De-
velopment Information and Evaluation of the
A.LD. Policy Directorate that will focus on
issues in Agencywide operations and manage-
ment systems,

_ John R. Eriksson
Associate Assistant Administrator
Center for Development Information
and Evaluation, Directorate for Policy
October 1992
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To undertake an assessment of the Agency
for International Development’s (A.LD.)
in-country presence in the spring of 1991, the
Center for Development Information and
Evaluation (CDIE) assembled a team of 11
current U.S. direct hire employees, one retired
A.LD. employee, and one private-sector con-
sultant. With the exception of the field visits,
continuity in the work was provided by a core
group of three to five persons. The remainder
of the team assisted in drafting and reviewing
as their primary responsibilitics permitted.

The assessment team received excellent co-
operation and observed a high degree of inter-
est from senior management interviewed at
headquarters, all of the field Missions visited,

vi

Preface

and, in particular, the management and staff of
CDIE, to whom we express our thanks.

The team wishes to emphasize that few, if
any, of the ideas in this report are new. They
have been discussed for years and, in a few
cases, actually tried. What has been missing is
a clear statement of Agency policy accompa-
pied by disciplined implementation. Policy
and discipline are, therefore, essential if any of
the ideas and recommendations in this report
are to be successfully pursued. The team
hopes the recommendations will be pursued
and that they will contribute to an improved
workforce allocation system and the best
possible use of scarce human and financial
resources.

Program and Operations Assessmeni Report No. 3



In spring 1991, Administrator Ronald W.
Roskens mandated the Agency’s Center for
Development Information and Evaluation
(CDIE) with undertaking an in-depth assess-
ment of the Agency for International Develop-
ment’s (A 1.D.) in-country presence to (1)
determine the advantages of A.1.D.’s in-coun-
try presence, (2) ascertain whether the func-
tions performed overseas are those that
effectively exploit those advantages, and (3)
seek to identify possible alternative configura-
tions that are cost-effective but retain the dem-
onstrated advantages of in-country presence.

To undertake this task, CDIE assembled an
in-house team of senior Mission Directors, ex-
perienced Foreign Service officers, an Agency
personnel specialist, and independent consult-
ants, who performed the Washington and field-
based data-gathering, research, analysis, and
report preparation over a one-year period from
July 1961 to July 1992.

The assessment team deliberately avoided
approaching this task as a budget-driven exer-
cise to reduce U.S. direct hire {USDH) staff
levels overseas as a management device for
operating expense (OE) savings. Ratber, the
team’s approach was to investigate and deter-
mine the most rational and cost-efficient sys-
tem for delivering an effective and high-impact
foreign assistance program, consistent with
political and developmental realities, in the
decade of the nineties and beyond.

A.LD.'s In-Country Presence: An Assessment

Summary

Findings

The assessment team found that the in-coun-
try presence of A.I.D. Foreign Service officers
and their supporting staff is an integral part of
the development assistance program, rather
than one management mode among others, all
more or less equally effective. The costs asso-
ciated with that presence are thus directly
linked to the achievement of the U.S. Govern-
ment’s (USG) development objectives within
individual countries. Attempts to lower those
costs by substituting a less-expensive manage-
ment mode without in-country presence would
therefore compromise effectiveness. Inter-
views with A.LD. staff, host-country officials,
and other-donor representatives revealed a
common perception that A.1.D.’s form of in-
country presence reflects an approach to deliv-
ering foreign assistance that is characterized
by close collaboration, hands-on involvement,
and a preoccupation with accountability and
short-term results.

A model of Mission staffing based on pro-
gram size and composition exists and serves as
a guideline at the time of the budget exercise,
but there are no hard and fast rules for deter-
mining Mission size and configuration. Al-
though regression analysis demonstrated that
the variations of several independent variables
(budget size, budget source, number of pro-
jects, PL 480 program) in fact explained about

vii



90 percent of the variations in the bulk of
worldwide USDH staff in FY 1988-1991 (59
Missions), some Missions had actual levels of
USDH staff that significantly exceeded or fell
below (by 10 percent or more) levels predicted
by the regression amalysis. Although there
may be valid reasons for some of these diver-
gences, others may represent an inefficient al-
location of resources.

Factors that have determined individual
Mission size include, inter alia, tradition and
history, special interests and congressional
earmarks, the “visibility” of the program, dif-
ferent management styles and agendas of Mis-
sion Directors, personnel and OE ceiling
constraints, post amenities and environment,
complexity of the program, and perceived
compliance and accountability requirements.
The assessment team also took note of the
Agency’s promotion incentive system which
considers large program and staff size as posi-
tive performance factors, thus discouraging
personal initiatives to utilize staff and budget
resources more efficiently.

The team found that A.I.D.’s present system
of significant in-country presence has two
chief advantages for delivering economic and
development assistance: influence and pro-
gram accountability. The personal relation-
ships that A.I.D. Foreign Service officers are
able to establish on a daily working basis with
host-country counterparts are unique in the
donor community. These ongoing working re-
lationships enhance the effectiveness and im-
pact of the U.S. taxpayers’ investment in
foreign assistance programs through a variety
of positive factors, including better under-
standing of local conditions; political and cul-
tural seasitivity; ready access to host-country
officials; sustained, day-to-day involvement in
the process of policy reform; keeping develop-
ment on the USG agenda; and more effective
promotion of sensitive issues, such as family
planning and environmental protection.

Program accountability benefits from a
higher quality of program and project imple-

viii

mentation; faster disbursement rates; daily re-
view; improved husbanding of resources;
delegated field authorities; prompt decision-
making in resolving problems, misunderstand-
ings and miscommunications; and the
institutional continuity that A.1.Ds field Mis-
sions provide.

The interviews also reveailed disadvantages
of a significant in-country presence, including
a tendency toward a heavy-handed and pater-
nalistic approach to design and implementa-
tion that inhibits “ownership” of activities by
the recipient governments and thwarts their
maturation and ability to handle their own af-
fairs, an excessive use of American technical
experts, even when qualified local experts are
available; a diffusion of program activities;
isolation of USDH frem professional peers;
inconsistent interpretation of rules and regula-
tions; physical security; and cost.

Many of the large and medium-sized Mis-
sions have become mini-A.I.D./Ws with their
own internal bureaucracies. The need for re-
view by, and clearances from, a bevy of proce-
dural specialists tends to constrain the
flexibility, quick decision-making, and risk-
taking that decentralization was designed to
promote. As one field Mission Director stated
in an interview: “‘Staff begets work!” A sig-
nificant number of overseas staff do not con-
tribute directly to the identified advantages of
in-couatry presence, despite their full-time
{and often overtime) occupation with mean-
ingful and necessary work. Many of these staff
members are busy with program support tasks
such as legal advice, procurement, contract-
ing, project design, and evaluation which
could more cost-effectively be provided to the
Missions by Foreign Service nationals (FSN)
or contract staff, through temporary duty
travel (TDY) visits from regional locations or
A.ILD./W, or by taking advantage of the high-
tech communication facilities now available to
increasing numbers of Missions, such as fac-
simile transmission, E-mail, computer mo-
dem, and satellite tetephone,

Program and Operations Assessment Report No. 3



Decentralization has also promoted compe-
tition among Missions for scarce program and
staff resources. Because each Mission is re-
sponsible for proposing and justifying its pro-
gram portfolio and staff requirements, an
advocacy mentality is engendered that oper-
ates in tandem with an adversarial approach to
ALD./W. The extensive documeuntation that
this system requires creates the need for ex-
panded staff-—not necessary for the effective
implementation of program operations—and
brings into question the strict objectivity of
country program and staff justifications.

Extensive interviews with resident repre-
sentatives of the bilateral and multilateral do-
nor community, host-country officials, and
private sector representatives revealed, by and
large, an admiration and appreciation of
A.L.D.s in-country presence operational
mode. There were both criticisms and comptli-
ments, but the majority view was favorable.
Hest-country officials appreciate the day-to-
day counterpart relationships they develop
with USAID officers and the flexibility in pro-
gram implementation decision-making which
A.1.Ds presence provides. At the same time,
they decry the inflexibility that the bureau-
cratic nature of present-day Mission structures
has caused. As one official stated, ““The
Americans taught us about flexibility—aow
they have become inflexible.”

Other donor representatives often exhibited
envy of the human resources that the USAID
Missions had available to them, However, their
individual countries or institutions do not al-
ways seek the same objectives as A.L.LD. and
have far fewer oversight concerns. For A.LD.
to reduce its overseas presence to a size com-
mensurate with that of the other principal
donors would require an unworkable recen-
tralization of authority in A.1.D./W and a dra-
matic reduction in both the scope of the
assistance effort and the audits, controls, and
legislative oversight to which the program is
presently subjected.

A.LD.'s In-Country Presence: An Assessment

Alternative Approaches

The assessment team has identified a series
of options that A.1.D. should consider in devel-
oping an improved system for future staffing
of overseas Missions and offices. These op-
tions, which are not mutually exclusive, are
divided into three categories:

1. Those that can be implemented fairly
quickly in the short term with minimum re-
structuring;

2. Those thbat would require moderate re-
structuring and could be implemented in the
medium term; and

3. One that would employ a strategic man-
agement approach to workforce allocation and
would require more time to implement signifi-
cant changes in the way A.1.D. staffs and man-
ages the delivery of foreign assistance.

All three categories are set in the context of
strategic managemeni objectives: (1) manag-
ing for results, (2) managing for cost-effec-
tiveness and accountability, and (3) managing
for recipient country self-reliance.

Short-Term Opportunities

1. Adjust current USDH staffing imbal-
ances from Missions considered overstaffed to
Misstons considered understaffed.

2. Identify and designate more advanced
developing countries (ADCs), such as Costa
Rica, India, Thailand, Tunisia, and subject
them to appropriate downsizing of in-country
presence, while adjusting the assistance pro-
gram portfolio to one that can be managed by
the host country with minimal monitoring by
A.LD,

3. Reduce staffing in some of the more
unfavorable development environments where
the program has been established for largely
political reasons.



4. Reduce documentation and Mission re-
porting requirements by rigorously following
up on present efforts to reform project docu-
mentation and reduce the inordinate up-front
time now being spent on detailed project de-
sign and analysis.

5. Reduce Bureau and Mission competition
for scarce staff and budgetary resources by
relieving the Missions of the sole responsibil-
ity for country program advocacy, relying, in-
stead, on A.1.D./W-Mission teams to establish
the objectives, strategy, and rationale for coun-
try programs to be implemented by the Missions.

Medium-Term QOpportunities

1. As justified by cost-benefit analysis, ex-
pand regional and shared services, such as
presently exemplified by the two Regional
Economic Development Services Offices
{(REDSOs) in Abidjan and Nairobi; establish a
shared-service organization—or even a Re-
gional Mission—for Central America.

2. Recognizing that other donors now work
effectively in many fields, concentrate pro-
grams on fewer development problems and on
what A.LI.D. does best. Reducing the number
of management units—perhaps by puiting a
floor of $5 million under bilateral project
size—will lessen the requirement for staff.

3. Create incentives to encourage the most
efficient and cost-effective in-country pres-
ence for each Mission and office, thus replac-
ing the preseni system which seems to award
program volume and staff size as positive per-
formance factors.

4. Establish Mission antennae in ALD./W
that would relocate present Mission staff who
do not directly contribute to the advantages of
in-country presence. Such antennae would be
physically separate from the geographic bu-
reaus, task-dedicated to their individual Mis-
sions, and would report to the Mission
Director.

5. Introduce the concept of “limited ac-
countability,” presently practiced by some

other donors, that would assess the cost of total
accountability against the limited protection it
provides, the heavy work load it causes, and

the large commitment of staff time it requires.

‘Long-Term Opportunities

Establish the concept of a ‘‘core” Mission
around several possible variants and applica-
tions. Similar to zero-based budgeting, this
concept would have a USDH principal officer
as the only given, with additional USDH pro-
gram managers tied to the number and type of
strategic objectives for each country program.
Increases above this core staff would have to
be justified, based on guidelines (to be devel-
oped) which would suggest thresholds for in-
creases above the core.

Overarching Concerns

The assessment team identified two areas of
concern that cut across the short-, medium-,
and long-term recommendations. These relate
to the need to develop transitional strategies
for countries receiving assistance and the op-
portunity presented for increased reliance and
utilization of Foreign Service nationals (FSN).

Transitional Strategles

ALD. Missions presently neither plan for
diminishing their level of participation nor
work toward the day when A.LD. can with-
draw. The present high degree of oversight
slows the rate at which a recipient country
develops the skills and capacity to manage its
development resources and increases the risk
of establishing and perpetuating a depend-
ency—not only on external resources but also
on external management of those resources.
Although different time frames will apply to
different country situations, the gradual transi-
tion and transfer of management and account-
ability responsibilities from the donor to the
recipient should be made a major goal and part
of most Missions’ overall program strategy
and implementation plans. Canada, for exam-
ple, has developed a 15-year transitional pro-
gram to phase out in Indonesia. The greatest

Program and Operations Assessment Report No. 3



single impact on Mission staffing, over time,
could result from the rigorous application of
such planning.

Incroased FSN Utilization

There is a pervasive underutilization of
FSNs at the professional staff level whereas, in
many instances, FSNs could replace present
USDH personnel. FSN staffing levels are de-
veloped separately from the process of deter-
mining USDH levels, and the number of
professional-level FSN employees is often a
function of the number of USDH rather than
the other way around. Missions should assess
the full capabilities and potential of their pre-
sent FSN staff and individuals available on the
local labor market, receive definitive guidance
from AILD./W on the upper limits of FSN
responsibilities (which should be purposefully
broadened), and then use these factors as major
determinants of USDH staffing requirements.

Conclusions and
Recommendations

A.LD’s traditional system of in-country
presence provides distinct and unique advan-
tages to the U.S. Government and recipient
countries. It gives the United States a com-
petitive edge in the delivery of economic and
development assistance. It should be retained
as the cornerstone of A.1.D.s operational
mode. Nevertheless, A.I.D. can maintain the
benefits of in-country presence and reduce op-
erating expense costs by being more selective
about what functions USDH perform overseas,
reducing documentation requirements, making
clearer distinctions between true development
programs and purely political programs, and
by making more concerted efforts to lead re-
cipient countries to self-reliance.

Accordingly, the assessment team recom-
mends a series of actions which the Agency
should undertake in an effort to further ‘‘ra-

A.LD.'s In-Country Presence: An Assessment

tionalize’’ overseas staffing decisions and in-
crease efficiency and cost-effectiveness in the
delivery of foreign assistance.

The Agency should immediately institute
country transition strategies as an overarching
management approach.

The Office of the General Counsel should
establish clear and liberal guidelines on the
avthorities and responsibilities that can be in-
vested in FSNs.

The Policy Directorate should develop
guidelines on the identification of ‘“‘self-reli-
ant” or advanced developing countries which
would then be used, in conjunction with the
Operations Directorate, to design country
programs that are both less staff-intensive and
amenable to management by the recipient
country. .

The Policy Directorate should identify
those countries in which the political agenda
for assistance is incompatible with the devel-
opment environment and, in conjunction with
the Operations Direclorate, design country pro-
grams requiring minimal in-country presence.

The Finance and Administration Director-
ate and the Operations Directorate should
study the assessment’s regression analysis of
present Mission staffing to determine if and
where staffing anomalies exist and, dependent
upon findings, take appropriate and immediate
action to balance out any misallocations.

The Policy Directorate should rigorously
continue present efforts to reform and reduce
documentation and reporting requirements
and, in conjunction with the Operafions Direc-
torate, establish plans for relieving the Mis-
sions of sole responsibility for country
program rationale, strategy, and justification
(the advocacy factor).

The Management Improvement Policy
Group, in conjunction with the Operations Di-
rectorafe, should give immediate attention to



the identified alternatives of expanding re-
gional and shared services, the Washington-
based Mission antennae concept, the Central
American consolidation possibilities, and the
“core” Mission concept with its strategic ob-
jective approach to staffing.

The Policy Directorate should develop
guidance papers on the concentration of coun-
try program portfolios.

The Incentives Committee should give
close consideration to the counterproductive
Agency mentality which ascribes large-sized -
staff and resources to a positive performance
factor.

The Office of the Administrator, in con-
junction with Congress, should pursue the con-
cept of “‘limited accountability.”

Program and Operations Assessment Report No. 3



ABS

AlLD.

AlD/W

C&R

CIDA

annual budget submission
advanced developing country

Agency for International
Development, also USAID

Washington headquarters of
A.LD.

Association of Southeast Asian
Nations

communications and records

Center for Development Infor-
mation and Evaluation

country development strategy
statement

Canadian Internationa) Devel-
opment Agency

congressional presentation

country program strategy plan

A.LD.’s In-Country Presence: An Assessment

Glossary

DA

EXO

FAA

FNDH

GAO

development assistance
European Development Fund
employee evaluation report
East and Southern Africa
Economic Support Fund
executive officer

Foreign Assistance Act

foreign national direct hire

foreign mational personal serv-
ices contractor

Foreign Service national

full-time equivalent, about one
staff position

fiscal year

General Accounting Office
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IG

LAC

OMB

PDO

PIO

PIL

PL. 430

xiv

Inspector General

Bureau for Latin America and
the Caribbean

less-developed country
nongovernmental organization
newly independent states
nonproject assistance
o.perating expense

Office of Management and
Budget

project development officer
project implementation order
project implementation letter

Public Law 480 {food assis-
tance legislation)

personal services coniractor

PVO

REDSO

RIG

ROCAP

USDH

USG

USPSC

private voluntary organization
Regional Development Office

Regional Economic Develop-
ment Services Office

Regional Housing and Urban
Development Office

Regional Inspector General
Office

Regional Office for Central
American Programs

third-country national
temporary duty travel

United Nations Development
Program

U.S. direct hire
U.S. Government

U.S. personal services
contractor
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Background

In 1991, at the request of the Administrator
of the Agency for International Develop-
ment (A.1.D.), the Center for Development In-
formation and Evaluation (CDIE) began an
assessment of the rationale for and alterna-
tives to A.1.D.’s in-country presence.

The Administrator’s request responded to
concerns both internal and external to the
Agency. Although the Agency has been at-
tempting to develop a consistent approach to
overseas staffing for several years, some in
Congress have repeatedly expressed concern
about the lack of a systematic rationale and
guidelines for staff allocation. Others in Con-
gress and the Office of Management and
Budget (OMB), as well as A.L.D. itself, are
concerned with the increasingly high cost of an
overseas presence and the impact on operating
expenses. OMB, in particular, wishes A.LD.
to examine other staffing options, such as re-
gionalization or centralization of certain func-
tions, and to attempt to eliminate some
functions in order to reduce expenditures.

In addition, the development requirements,
or levels of development, of countries where
A.1LD. operates have changed. Whereas, in the
past, most recipients were less-developed
countries {L.DCs) with similar development re-
qQuirements, today there is a range of diverse
situations. The requirements of an advanced

Introduction

developing country (ADC) are quite different
from those of an LDC, and different still from
those of the emerging democracies in Eastern
Europe and the newly independent states
(NIS). U.S. Government (USG) objectives are
different in a country where the primary inter-
est is other than economic and social develop-
ment. These differences suggest the need for
varieties of approach, staffing configurations,
and skill mixes.

Moreover, A.I.D. does not have, and never
bas had, an official policy on how to staff an
overseas Mission. Over time, an approach has
evolved (decentralized, fully staffed, techni-
cally competent field Missions) and has come
to be accepted as a norm. This approach, like
any approach, carries certain assumptions on
derived benefits and advantages which should
justify the approach. Yet, these assumptions

" have never been tested.

Previous and Related
Work

This study builds on previous work the
Agency undertook in order to develop a ra-
tional overseas workforce allocation system
(see Appendix (). The team also benefited
from, and took into account, a number of other
recent studies and reports:

e Workforce Planning Summary Progress
Report




e President’s Commission on the Manage-
ment of A L.D. Programs Aclion Plan

¢ Report of the Task Force on Foreign As-
sistance to the Committee of Foreign Af-
fairs, U.S. House of Representatives
(Hamilton/Gilman report)

» General Accounting Office’s general
management review of A.LD.

e Administrator’s Management Action
Plan

e Work of the OMB-A.1.D. SWAT teams

In July 1989, the House of Representatives
Appropriations Subcommittee on Foreign Op-
erations requested A.1.D. to undertake a study
of overseas staff allocation because it believed
that ““A 1.D. had no systematic way of consid-
ering program content and size and integrating
that information into decisions concerning op-
erating expenses and staff allocation.”! Thus,
in the summer of 1989,

ALD. conducted & preliminary analysis of
staffing in relation to program allocations
and support costs of its overseas and head-
quarters operating units.

That analysis revealed some emerging trends
and defined the relationship of current staff-
ing to program size. But it also raised addi-
tional questions and issues, on which there
was incomplete information....

As a result..., in the fall of 1989 the Agency
initiated a full-scale study to collect data
from its headquarters and field operating
units on the full range of the Agency work-
force. This study addressed a number of
questions about workforce size and func-
tioms. It also sought to test several hypothe-
ses about... management demands.

The study was not able to isolate any combi-
nation of program variables...which could
serve as sufficient basis for workforce allo-
cation decisions.

These efforts led “to the conclusion that the
application of even complex models will not
be sufficient to determine precise siaffing lev-
els appropriate to any given mission.” A.L.D.
decided that a relatively simple model, based
on current year funding levels and program
configuration, might be used as a guide to
appropriate staffing levels and has begun to
use this approach during budget reviews.

This model, therefore, was a point of depar-
ture for the CDIE assessment and the Agency’s
continuing efforts 1o develop a consistent ap-
proach to staffing overseas Missions.

Objectives of the
Assessment

The major postulate on which this assess-
ment is based is that A.L.D.’s most significant
advantage compared with other donors is its
in-country presence. It was further hypothe-
sized that those most concerned with A.I.D.
staffing issues and interested in the study's
outcome do not seriously challenge or ques-
tion this basic postulate. What is less clear,
however, is what has been and what skould be
the basic, guiding rationale for staffing
A.1.D.s far-flung and diverse in-country pres-
ence. Is it possible to develop a basic and
workable rationale for allocation of staff,
given A.I.D.’s multiplicity of objectives and
the extraordinary variation found among the
countries in which A.1.D. operates? And, rec-
ognizing that the support costs of U.S. direct
hire (USDH) employees are the most signifi-
cant cost of an in-country presence, are there

1 The quotations in this Section are from Hearings Before a Subcommittee of the Committee on
Appropriations, House of Representatives, March 1991, pp. 547-557 (see Appendix C).

Program and Operations Assessment No. 3



more cost-effective means by which A.1.D. can
maintain and realize the major benefits of in-
country presence? These are the main issves
addressed by this study.

Based, therefore, on the concerns of Con-
gress, OMB, and the A 1.D. Administrator, the
main objectives of the assessment were to

e Determine the essential rationale for
A.1.D’’s in-country presence

e Agcertain whether the functions per-
formed overseas are those needed to sup-
port that rationale

e Seek to identify possible alternative con-
figurations that are cost-cffective but re-
tain the demonstrated advantages of
in-country presence

Methodology

The study used the following approaches:

¢ Headquarters (A.L.D./W) interviews and
workforce analyses

e Development of an extensive question-
naire to survey field Mission staff, and

2 See Appendix A for the full scope of work.
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other questionnaires for host-country of-
ficials and other-donor representatives

o Field-testing the questionnaire and basic
approach in visits to field Missions in
Bolivia and Costa Rica

¢ Subsequent visits to eight additional
countries using revised questionnaires
{Guinea, Honduras, Indonesia, Kenya,
Marocco, Pakistan, Senegal, and
Uganda)

e Tabulation and analysis of results

¢ Regression analyses to identify the rela-
tionship between key variables and Mis-
sion staffing levels

The entire study process produced an exten-
sive and rich array of information too volumi-
nous to include in the main body of this report
or as appendixes. Much of it is, therefore,
contained in files and working papers available
on request from CDIE. This report is confined
to the major findings, analyses, and conclu-
sions deriving from this information base.

Appendix B contains a description of the
methodology employed.




F2a .
a7 Y]
2FR. FSt AFEwN*~33
W Wi 4¥ WA T L. iF
7o s\

2

Historical Perspective

From the Marshall Plan beginning of the
U.S. foreign assistance program up through
the present-day Agency for International De-
velopment, the operational system for deliver-
ing foreign assistance has been through a
staff-intensive, hands-on, in-country presence
of U.S. Foreign Service development profes-
sionals of A.L.D. and its predecessor agencies.
The basic pattern for organizing and staffing
this in-country presence has evolved over time,
as the instruments and programmatic emphasis
of U.S. foreign assistance have changed.

The Marshall Plan (1948-1952), which was
a reconstryction program as opposed to a de-
velopment effort, called for massive resource
transfers and staff highly skilled in moving
money and commaodities and with expertise in
international trade and finance, economics,
and engineering, as well as in emergency relief
programs.

Point IV, initiated in 1949 and aimed at the
less-developed countries, focused on the trans-
fer and development of technical skills and
concentrated for the most part on agriculture,
health, education, and, to a much lesser extent,
industry. Thus, Missions, as well as Washing-
ton, tended to be organized around these prin-
cipal techunical sectors and areas, and many of
the senior managers came from these technical

Findings

fields. In Latin America, much of this assis-
tance was delivered through newly created ag-
riculture, bealth, and education institutions,
called Servicios, which were staffed and ad-
ministered by Americans and host-country na-
tionals jointly.

By the close of the 1950s, there was an
increased recognition that development was a
long-term proposition and that technical assis-
tance was not enough and needed to be accom-
panied by capital assistance as well. Food
assistance also was added during this period as
a new aid tool. In several countries, economic
and technical assistance levels were directly
associated with Cold War security concerns.
Thus, as the scope, role, objectives, and tools
of the U.S. foreign assistance program ex-
panded, the U.S. in-country presence became
larger and more diverse.

As assistance became increasingly chan-
neled to Third World countries in the late
1950s and early 1960s, in-country presence
grew dramatically. A.1.D. professionals per-
formed duties across the board as planners,
technical advisers, and project implementors
of individual country program portfolios—in
many cases filling the void in trained techni-
cians within the recipient countries.

The 1960s brought yet another major shift
in program leveis and program emphases. The
*Decade of Development’ witnessed a new
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emphasis on “policy reform,” leveraged pri-
marily by program assistance and farge capital
projects. Expanded emphasis also was placed
on such additional areas of development as
public administration, institutional develop-
ment, physical infrastructure, intermediate fi-
nancial institutions, and national planning.
This expanded emphasis was largely in re-
sponse to the strong influence of the develop-
ment theories and foreign policy goals of the
time.

Also in the 1960s, a much higher premium
began to be placed on policy analysis and pol-
icy reform, development planning, capital as-
sistance, and programming skills, and a much
lower premium placed on the highly technical
and specialized employee. Economists were
in, “well drillers” were out, as direct hire em-
ployees. This was the beginning of a trend
toward depending on contracts, or borrowing
from other USG agencies, for many special-
ized skills.

Planning, programming, strategizing, pro-
ject development, design, and packaging were
raised to art forms, and the economist, capital
projects officer, and program officer reigned
supreme. Atthe same time, under new legisla-
tion and a new foreign assistance agency,
A1D, U.S. in-country presence became more
structored, hierarchical, and bureaucratic and
more closely tied to the State Department un-
der a newly defined “‘country team’ concept
issued under a Presidential directive.

Direct hire staff in¢reased tremendously
during the 1960s. Direct hire employees (in-
cluding Foreign Service nationals) mush-
roomed to a peak of almost 18,000 in the late
1960s, at the time of the conflict in Southeast
Asia.

U.S. foreign assistance objectives and pro-
gram priorities changed again, and drastically,
in the mid-1970s under the “New Directions"
legislation. This shift practically eliminated
any focus on macroeconomic or even sectoral
policy, or large capital projects, and instead

- ALD.’s In-Country Presence: An Assessment

generated an almost exclusive focus on the
design and implementation of smaller projects
targeted on the “poor majority,” particularly
in the rural areas. Integrated Rural Develop-
ment became the fashionable strategy for
meeting the basic human needs of the rural
poor. The Logical Framework, social sound-
ness, economic and institutional analysis, and
concerns about Women in Development and
environmenta! issues became part of the proc-
ess. Project design and packaging became
even greater art forms. Capital projects offi-
cers became project development officers.
Economists were out, anthropologists and so-
ciologists were in.

Program levels declined during this period,
and overall Agency direct hire staffing de-
creased dramatically as a résult of the demobi-
lization that followed the end of the Vietnam
War. Direct hire levels, including foreign na-
tionals, fell to around 6,000 by 1976. Never-
theless, this focus on microprojects, with its
increasingly complex program planning, pro-
jectdesign, and approval systems, was in many
respects more staff-intensive than before.
Thus, Missions increasingly turned to outside
contractors to help with the analysis, design,
and evaluation of projects.

The 1980s witnessed the need to respond to
the development stagnation that had occurred
worldwide as a result of the oil shocks of the
1970s, the worldwide recession, and the sub-
sequent debt crisis. There was also a change
in administration and in economic philosophy
and policies. All of these brought about an-
other set of radical shifts in A.I.D. priorities
and programs. Economic growth became the
major development objective and engendered
a return (from the 1960s) to policy-based as-
sistance strategies and emphasis on “‘getting
the prices right.”” The private sector was seen
as the main engine of growth, accompanied by
a redefined and decreasing role for recipient
government entities.

The demands on most A.ID. Missions in-
creased during this period, as the Agency took
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on more and more objectives and congres-
sional earmarks and succumbed, on the other
hand, to increased demands from OMB to re-
duce direct hire staffing, accompanied by the
battle cry of ‘“more with less.” The result was
fewer direct hire staff, significantly increased
use of contract staff and intermediary institu-
tions for implementation, and increased pres-
sure to reduce operating expenses (OE).
Coincident with the dramatic reductions in di-
rect hire personnel staffing the Agency’s over-
seas Missions was a significant increase in
operational authorities delegated to the princi-

pal Mission officers under the Agency’s policy
of expanded decentralization. This decentrali-
zation required, in rnost Missions, a sufficient
level of USDH presence to provide the skills
necessary to exercise delegated authorities and
to ensure that legislative strictures were re-
spected and established development policies
were followed.

From a high of 18,000 (including 5,000 in
Vietnam) in the late 1960s, the number of
A.1.D’s direct hire employees had dropped to
4,505 as of 1991. The number of direct hire
employees serving in overseas Missions was
reduced to 2,256—including 1,177 U.S. citi-
zen direct hires and 1,037 foreign national di-
rect hires (FNDH), while the number of
contract employees has increased from about
2,300 in 1980 to approximately 7,500 in 1992.
The Figure shows the pattern of direct hire and
contract staffing since 1961.

In the evolution of U.S. foreign assistance
from the 1950s through the 1980s, the nature
of the Agency’s in-country presence has
changed a great deal, while the basic configu-
rations of this presence and the systems under
which it operates have remained much the
same. The role of USDH employees has be-
come one of setting program direction, moni-
toring contractor and recipient-country
performance, ensuring compliance with finan-
cial and administrative controls, and conduct-
ing policy and program dialogue with
host-country officials and technicians.

[t seems fair to assume that the 1990s will
bring other and perhaps even more dramatic
changes in the nature of A.1.D/’s in-country
presence. Clearly, A.1.D. must learn to do less
with less, and, within that context, it must
determine how best to continue to exploit the
considerable and undisputed comparative ad-
vantage of its in-country presence more effec-
tively. This assessment is aimed at helping the
Agency make these determinations.
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Current Mission
Configuration and
Staffing

The assessment team looked at the current
Mission staffing patterns and procedures used
for making Mission staffing decisions to deter-
mine how the Agency has arrived at its existing
overseas presence. Regression analyses of
staffing data were also performed to determine
whether there were any statistically significant
correlations between USDH staffing levels and
certain budgetary, programmatic, or other vari-
ables.

The team concluded that the Agency’s very
diverse overseas presence has not resulted
from any Agency staffing policy, but has been
driven by a number of different factors dis-
cussed below. Some correlations were found in
the regression and other analyses that explain
some of the staffing patterns, but, overall,
there is currently neither a uniform policy nor
an established staffing system.

Present Patterns of In-Country
Presence

A.LD.'s overseas presence includes a total
of 108 individual organizational entities in
five different categories as follows:

Category 1 - A.I.D. Bilateral Country
Organizations (82)°

Category 11 - Dffices for Multicountry
Programs (12)

Category 111 - Offices for Multicountry
Services (2}

Category IV - Development Assis-
tance Coordination and Repre-
sentation Offices {6)

Category V - Regional Inspector Gen-
eral Offices (6)

A.1D.s traditional field presence is most
strongly represented by its 82 bilateral country
organizations (Category I). These organiza-
tions are comprised of 48 Missions (headed by
Mission Directors), 33 offices (headed by
A.LD. representatives}, and one section of Em-
bassy (headed by an A.I.D, affairs officer). In
general, A.I.D. Missions are staffed with the
full range of skills raquired to independently
execute the delegations of authority from
ALD./W. ALD. offices and sections of Em-
bassy have smaller siaffs, with a limited range
of professional skills, and can exercise dele-
gated authorities only with the review and con-
currence of a regional support office or
ALD.JW.

The structure and size of bilateral country
organizations vary in accordance with the size
and scope of the program, the nature and mix
of the program’s funding accounts, the envi-
ronment for program implementation, and the
political ‘‘visibility”” of the country and its
program. Core program support functions
within a typical A.I.D. Mission, in addition to
executive direction, usually include program
analysis, project development, financial man-
agement, and Mission administration. Other
support functions, which may be performed by
personnel physically assigned to the organiza-
tion or available through regional offices, or
from another bilateral organization in the same
region, include legal, contracting, and com-
modily management services,

3 This number includes 10 USAID offices in Eastern Furope and the Baltics which are subordinate to the
Regional Mission for Europe (located in A.LD/W) and do not report independently to the Assistant
Administrator of the Bureau for Europe. The number excludes the three new Missions and one office being

opened in the NIS region in the very near future.
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The number of distinct technical areas, re-
sponsible for project implementation and
monitoring, is dependent upon the diversity of
the country program. Traditionally the techni-
cal areas correspond with the functional ac-
counts of the Foreign Assistance Act (FAA)
and include agriculture, rural development,
nuftrition, health, population, education and
human resource development, private enter-
prise, energy, environment, natural resources,
and food aid authorized and appropriated un-
der separate legislation.

Category Il organizations (offices for multi-
country programs) such as the Regional Devel-
opment Offices in Fiji (RDO/South Pacific)
and Barbados (RDQ/Caribbean) are responsi-
ble for small bilateral programs in geographi-
cally grouped countries with similar
objectives, strategies, and programs. The Re-
gional Office for Central American Programs
(ROCAP) in Guatemala provides direct project
assistance to a variety of regional development
institutions throughout Central America. The
Office of the Association of Southeast Asian
Nations (ASEAN), in Thailand, provides di-
rect project assistance of a regional focus and
underiakes liaison with the countries of AS-
EAN. USAID/Harare, in addition to its bilat-
eral role, coordinates U.S. participation in
regional projects for Southern Africa.

The Regional Mission for Europe (located
in A.I.D./W) is unique within the USAID
structure and does not fit neatly within this
category. Its field presence is manifested
through the 10 USAID ‘‘offices™ in Eastern
Europe and the Baltics which, themselves, do
not fit within the traditional mode.

The Category III organizations are the Re-
gional Economic Development Services Of-
fices (REDSOs) in Nairobi (REDSOQ/East and
Southern Africa) and Abidjan (REDSO/West
and Central Africa), which provide multicoun-
try program support services on a regional ba-
sis. They are designed to provide specialized
services to bilateral Missions where a particu-
lar function is not required on a full-time basis

or a Mission requires supplemental assistance.
Examples include legal, contracting, engineesr-
ing, project design, information management,
and technical skill areas such as environment,
natural resource management, health, popula-
tion, engineering, and agriculture development.
Additionally, the REDSOs provide financial
management services to the smaller Category |
Missions and must concur in their exercise of
operational delegations of authority.

Some bilateral Missions include staff with
regional support responsibilities, such as re-
gional contracting officers and regional legal
advisors. The bilateral Missions in Mbabane
and Bangkok are specifically staffed to pro-
vide support services to a number of posts in
their respective regions. In addition, Regional
Housing and Urban Development Offices
(RHUDOs) are located in seven countries
(Ecuador, Guatemala, Ivory Coast, Jamaica,
Kenya, Thailand, and Tynisia) with responsi-
bility for the activities of A.I.D./W’s Office of
Housing and Urban Programs in their respec-
tive regions.

Category IV organizations, responsible for
development assistance coordination and rep-
resentation, support A.L.D. requirements to
maintain close liaison with specific interna-
tional and multidonor organizations. Offices
are currently maintained in New York for coor-
dination with the United Nations Development
Program (UNDP) and other UN offices; Paris
for the Development Assistance Committee of
the Organization for Economic Cooperation
and Development; Rome for the Food and Ag-
riculture Organization, the World Food Pro-
gram, and the International Fund for
Agricultural Development; Manila for the
Asian Development Bank; (feneva, for the UN
specialized agencies located there; and Tokyo
for liaison with the Japanese foreign assistance
program. This category of overseas organiza-
tional structure has not been included
within the scope of the in-country presence
assessment.
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The Category V organizations comprise the
six Regional Inspector General Offices (RIGs)
which have been established to facilitate the
field audit and investigation operations of
A.LD.'s Office of the Inspector General (IG).

Use of Regression Analysis

In order to gain a better understanding of the
factors associated with past and current staff-
ing levels in the Agency’s overseas Missions,
the assessment tcam used regression models
with current Agency program and workforce
data. Two different Agency bureaus had done
previous modeling work which suggested
USDH staffing was, in part, 2 function of pro-
gram funding levels. In this study, various
regression models were constructed using
combinations of the following variables to pre-

“dict existing USDH staffing levels:

e Development assistance (DA) obligations
¢ Economic Support Fund (ESF) obligations
e PL 480 Title I and III

o PL 480 Title Ii

o Number of DA projects

o Number of ESF projects

e Total number of Mission projects (in-
cludes DA- and ESF-funded activities)

e Gross national product per capita of the
host country

e Infant mortality rate of the host country

Agency data sources for fiscal years (FY)
1988 through 1991 were used in the models.
Data on total employment in FY 1691 —includ-
ing Foreign Service nationals (FSNs) and per-
sonal services contractors (PSCs)—were used
to construct the dependent variable, but no
statistically significant relationship with ex-
planatory variables was found. Time con-
straints precluded obtaining FSN and PSC data
for FY 1988-1990. Countries showing the ex-
istence of program funds but no staff were
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discarded from the database. Additionally, cer-
tain other Missions such as regional support
offices or small A.[.D. representative offices
with only one USDH were excluded. Fifty-
nine Missions were used in the final model. A
more thorough explanation of the data and the
complete statistical results of the analysis are
contained in Appendix F.

The model that vielded the most favorable
resulis (i.e., that which appears to best explain
Mission staffing) used the first three variables
listed above and total number of Mission pro-
jects. Instead of single-year data, this model
used 4-year annual averages for the variables
(FY 1988-1991) to help compensate for year-
to-year fluctuations that might be present in
the data. This regression equation explains 90
percent of the variation in USDH staffing lev-
els and is statistically significant. The equa-
tion shows USDH staffing totals have been a
function of: '

¢ .26 multiplied by DA in millions
¢ (.08 multiplied by ESF in millions
¢ (.16 multiplied by PL 480 Title II1

¢ (.13 multiplied by number of total pro-
jects of Mission

In other words, Agency experience in FY
1988-1991 suggests that any one of the follow-
ing factors was associated with increases or
decreases in Mission USDH staff by 1 full-
fime work year:

® $3.8 million in DA
e $£12.5 million in ESF

¢ $6.3 million in PL 480 Title 1 and 111
(Title I excluded beginning January 1991
when the New Farm Act moved Title 1
administration to the Department of
Agriculture)

o Eight projects in the Mission’s portfolio

The results seem to suggest that, despite the
belief of many that differeaces in Mission



staffing levels reflect variations by region, lev-
els of development and working conditions
among countries, or other management con-
cems, Mission staff allocation has been asso-
ciated quite closely with the amount of
program resources allocated to the particular
country. Furthermore, the USDH management
intensity of the porifolio seemed to increase as
the number of projects managed increased,
which suggests that number of projects was
acting as rough proxy for management burden.
{See Appendix F for further discussion.)

Readers should be cautious in using these
results. The modeling results in no way sug-
gest that the past pattern of staffing Missions
is the most appropriate method or that the
model should be used to predict future staffing
levels.

Perhaps the most interesting application of
the regression results is to analyze Mission
“‘outliers” —that is, those Missions whose ac-
tual USDH levels diverged sigrificantly from
those predicted by the regression. As shown in
Appendix F, the 10 Missions with the largest
positive differences exceeded the regression-
predicted USDH levels by a total of 85 full-
time equivalent (FTE) positions, or more than
9 percent of the 923 total FTEs accounted for
by all 59 Missions over this 4-year period.
Each of the four top-ranked Missions—Jordan,
Honduras, Indonesia, and Senegal—exceeded
their predicted levels by more than 10 FTEs.

Appendix F also shows that the Missions
with the largest negative differences had actual
USDH levels that fell below predicted values
by a total of 67 FTEs, or more than 7 percent
of the 59-Mission total. The “‘top™ four-—El
Salvador, Nigeria, Panama, and Nicaraguya—
each fell below their predicted levels by more
than 7 FTEs (more than 10 in the case of El
Salvador). Although newness of program and
security conditions could well explain some
differences on the negative side, other pro-
grammatic and management factors likely also
come into play, for example, effective use of
FSN, PSC, and TDY staff.

10

Staffing Rationale

Even though USDH staffing levels turn out,
with hindsight, to be closely associated with
program levels and numbers of projects, there
is no single major or general rationale to ex-
plain how Agency managers actually went
about deciding on staffing levels, staffing mix,
or configurations of USAID Missions. Factors
that appear to have had a significant influence
include

e Tradition, history, and momentum of in-
dividual country programs

e Special interests and congressional re-
quirements and earmarks

e Level of development complexities of re-
cipient countries :

» Persuasive powers, skills, and standing
of certain Mission Directors

¢ Different management styles and agen-
das of Mission Directors

o Program levels

e Availability of a local labor pool, and
perceptions of what FSNs can and cannot
do

o Compliance and accountability requirements
e Personnel and OE ceilings and constraiats
e Program content

e Number and size of individuval projects
¢ Need for security and support services

¢ Presence as the major benefit to the
United States

The following factors seem to shape the
reality of the present situation:

e Until recently, no criteria or established
procedures existed to ensure a consistent
approach to overseas staffing.

e The Agency now applies a model, based
on program size and composition, to es-
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tablish a “‘range of reasonableness” for
proposed staffing levels.

e Although regional bureaus use the model
to provide a target USDH level to Mis-
sions for annual budget submission
(ABS) purposes, differences between the
bureau and the Mission cannot be re-
solved by the application of standardized
criteria, so judgments necessarily must
continue to be made.

¢ Aside from the model, there is no basis
for comparison among Missions
and, thus, for judging the validity of
variations.

» Despite the use of the model and the
application of judgment, staffing deci-
sions continue to reflect such nonpro-
grammatic considerations as the
availability of staff with requisite skills
aad the level of operating expense
budget.

¢ QOE-funded USDH staff have been aug-
mented through a variety of contractual
and funding mechanisms (PSC, trust
fund, program-funded, other USG agen-
cies, and institutional contractors), which
also have no overall pattern or consistent
guidance other than legal rules and fund-
ing availability constraints.

e The incentive system seems to award
program size and volume and staff size
as positive performance factors, thus
thwarting Agency efforts to manage hu-
man and financial resources.

e A complex system for allocating staff
resources would be almost as bad as none
at all because it would be vulnerable to
manipulation and pressure from special
interests,

e There is no incentive structure at the
Mission leve! to reduce staff levels and
expenditures.
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These factors militate against the most effi-
cient and cost-effective use of human and fi-
nancial resources. Most of them should be
addressed, and this assessment has attempted
to deal with some of them.

Major Advantages and
Disadvantages of
A.1.D's In-Country
Presence

Principal Observations

The operational mode A.1.D. uses for the
delivery of the bulk of its foreign assistance
programs relies on a staff-intensive, hands-on,
in-country presence, led by U.S. Foreign Serv-
ice development professionals, with significant
delegations of authority and responsibility. Al-
most all A.LD. respondents voiced complete
satisfaction with that mode. Indeed, the as-
sessment found that A:1.D. Missions neither
plan for diminishiog their level of participa-
tion nor work toward the day when A.L.D. can
withdraw, having done all it can to prepare the
recipient country for taking responsibility for
its own development. The Missions visited
displayed a high and intensive level of man-
agement involvement and control, certainly as
compared with that of other donors, In some
cases, the extent to which recipient countries
accepted and even depended on that involve-
ment was striking.

Evidence gathered during interviews indi-
cates that A.I.D. tends to perpetuate rather than
to work to phase down U.S. presence and the
role of USDH employees. Fewer than one-
third of the respondents felt that their coun-
tries were at or near a point where a different
assistance relationship could be considered.
Nobody speaks of countries ‘‘graduating’ any
more. In large part, this tendency arises di-
rectly from A.1.D.'s complex and rigid finan-
cial accountability requirements. Missions
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are conslantly reminded by A.1.D./W, and es-
pecially the IG, that they are vulnerable and
will be held accountable for the recipients’
inadequate controls and insufficient ability to
manage financial resources. It is thus hardly
surprising that they adopt the risk-averse pos-
ture of keeping as much control as possible in
their own hands and thus delay indefinitely any
steps to overcome dependency and to encout-
age self-reliance.

This is not to say that all the countries vis-
ited were found to be overdue for a change to
a less-dependent status, nor that all countries
could proceed along that course at the same
pace. An intensive assistance relationship will
be needed in many countries for some time and
will continue to require some kind of in-coun-
try presence. So long as assistance with devel-
opment is needed, the assessment team found
that the present system has two unique advan-
tages: the ability to influence and the capabil-
ity to account for the effects of what is done.
There are, to be sure, other advantages, but
these may be realized, at least partially, within
other modes that do not necessarily require
USDH staff to be based in-country.

Influence. The ability to influence is to be
found at more than one level. There is the
ability to shape the country program to best
enhance development prospects and to ensure
that overarching U.S. policy objectives are re-
alized; to convince the recipient government to
make the policy changes necessary to over-
come obstacles to its country’s development;
to build consensus among donors in identify-
ing the country’s obstacles to development and
the appropriate measures to be taken to deal
with them; and to persuade Washington deci-
sion-makers to accept and support policy ob-
jectives specific to and appropriate for each
country assisted.

Accountability. The opportunity to be ac-
countable likewise operates at various levels,
There is the personal and specific account-
ability of A.L.D. officers for actions and deci-
sions taken under their delegated authorities
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and assigned responsibilities. There is also the
accountability of A.LD. officers for the effec-
tiveness of whatever it is that they are spending
A.[.D.s financial resources to accomplish.

It cannot be said that A.LD. fully benefits
from these two advantages in all places at all
times. Many factors can diminish their effects,
such as the abilities and personalities of indi-
vidual officers; the shortness of tours of as-
signment relative to the length of time
necessary to accomplish objectives; the sense
of responsibility and the receptiveness of re-
cipient governments; and the degree to which
.S, purposes in providing assistance are, or
are perceived to be, politically motivated and
thus not susceptible to considerations of influ-
ence and effectiveness through the develop-
ment assistance process. Nevertheless, these
advantages are realized much of the time, and
that potential is the fundamental justification
of in-country presence.

To the exient that A.LD. is staffed overseas
with those skills and qualifications that con-
tribute directly to the realization of the two
unique advantages, A.LD.’s in-country pres-
ence is rational. To the extent that in-country
staff perform those functions that, while con-
tributing to the advantages, might also be per-
formed elsewhere, then maintaining such staff
may be defensible, but only if it is cost-effec-
tive. To the extent, however, that individuals
arc assigned or functions performed in-coun-
try thai, however necessary, do not contribute
directly to realizing the principal advantages
of in-country presence, there is a presumption
of lack of cost-effectiveness.

Advantages

Influence Advantage. In the course of the
436 interviews conducted by the assessment
team, respondents were given the opportunity
to comment on their views of the advantages
of in-country presence. The observations led
directly to the identification of influence and
accountability as the two principal advantages.
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Many respondents noted that in much of the
developing world, in contrast to Western in-
dustrialized societies, preexisting personal re-
lationships are indispensable for the creation
of a framework of trust and acceptance. The
stranger is treated with courtesy and respect,
but knowledge and insight which could expose
vulnerabilities are withheld until enough rap-
port has been built so that there is confidence
that advice is not self-serving and proposals
are sincerely intended to be helpful.

The USAID, as a permanent presence en-
compassing A.L.D, officers and (usually) their
families, provides an institutionalized mecha-
nism for building these personal relationships.
Host-country nationals appreciate that the
Americans whe come to their country within
this framework are planning to live there for a
while and are predisposed to be working with
them. They understand that these foreigners
have made a commitment to learning as much
as possible about how their country works,
understanding its culture, and using its language.

The mere presence of the USAID thus opens
the psychological doors to accelerate the rela-
tionship-building process which, in turn, is the
key to the ability to influence. And it is this
ability to influence that appears to be of far
greater impact than the transfer of U.S. re-
sources and technology. Those interviewed, in-
cluding non-American staff, expressed these
thoughts in a variety of ways:

e Understanding of local conditions,
which permits (1) better identification of
obstacles to development for improved
framing of project and program objec-
tives, (2) sharply focused and productive
policy dialogue, and (3) clear exposition
to Washington decision-makers of rele-
vant policy objectives and constraints to
their accomplishment, in order to deflect
possible attempts to replicate an inappro-
priate model.

e Having political and cultural sensitiv-
ity, which facilitates knowledge of the

A.LD.’s In-Country Presence: An Assessment

pressure points and awareness of who the
real decision-makers are and what they
think,

Enjoying ready access to host-country
officials, without long delays or exces-
sive protocol, to enpage in the substan-
tive discussions which, over time,
constitute the policy dialogue; a corol-
lary of this is the ready availability of
USAID staff so that host-country offi-
cials and other donors can solicit opin-
ions and advice, which gives prominence
to A.LD’s views.

Maintaining sustained, day-to-day in-
volvement, which, while considered
“pushy”’ and intrusive by some,
strengthens the hand of those favoring
necessary policy reform, overcomes the
resistance of those with a stake in the
status quo, and provides an acceptable
“cover” for politicians who do not wish
to favor change openly.

o Setting a good example for the host
country, by running the USAID with pro-
bity and demonstrating how it is possible
to require honesty from employees and
others and to raaintain accurate financial
accounts.

¢ Keeping development on the U.S. Goy-
ernment {(USG) agenda, as part of the
U.S. foreign policy goals of supporting
economic development and democratic
societies, alongside the embassies’ other
foreign policy objectives.

e Promoting sensitive issues, such as fam-
ily planning, which can be successful
only by sustained effort over an extended
period of time and on a regular, almost
daily, basis.

Accountability Advantage. Accountability
for actions and effectiveness, as distinguished
from financial accountability, was rarely as-
serted as an explicit advantage of in-country
presence. The advantage was implied, how-
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ever, by many of the respondeats’ comments,
which pointed to the value of having direct
access to on-the-ground information on the
performance of programs, in combination with
delegated implementation authorities. This
combination of accurate, complete, and timely
information and the authority to act on it in
making implementation decisions not only im-
proves implementation performance but also
permits responsibility for program results to
be clearly assumed. This triad of related fac-
tors—information, authority, responsibility—
can be considered as program accountability,
the advantage of which was expressed by re-
spondents as follows:

o The quality of program and project im-
plementation improves when staff mem-
bers are constantly monitoring activities
to ensure that they are implemented ac-
cording to the approved project or pro-
gram documentation.

o Regular review allows for rolling de-
sign, which permits A.LD. to accommo-
date the portfolio to shifts in priorities
and circumstances.

¢ Husbandry of resources is made possi-
ble by the capacity to change, and thus to
avoid the wasteful pursuit of lower prior-
ity objectives, or objectives which be-
come of lower priority through changes
in recipient country policies.

® Delegated authorities permit midcourse
corrections or even redesign to be under-
taken as soonh as inmappropriate project
design factors or faulty assumptions are
discovered during the implementation
process or when the environment changes.

¢ Awareness of reality by in-country U.S.
staff makes it very difficult for aid recipi-
ents to conceal such performance weak-
nesses as the failure to assign required
counterparts, the failure to provide
agreed funding, or the failure to under-
take necessary administrative or policy
changes.
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® Prompt decisions by A.1.D. encourages
host-country officials to work on imple-
mentation issues.

® Resolution of misunderstandings and
miscommunications as they occur and
before they have a chance to fester keeps
efforts targeted on assistance objectives
and not on personal frictions.

o Institutional continuify of the Mission,
even when there is no personal continu-
ity, provides a locus for responsibility to
see the programs and projects through to
successful conclusions.

The assessment team believed that full-time
presence of those USDH directly responsible
for realizing the advantages of influence and
program daccountability was necessary and
Jully justified. These advantages cannot be re-
alized without the continuous participation of
those people.

Other Advantages. Other advantages were
evoked by USAID employees, officials from
recipient governments and other donors, and
other respendents. Many of these advantages
are related to the two principal ones discussed
above, but they are ireated separately because
the assessment team did not believe that they
necessarily required a specific USDH in-coun-
try presence. In many cases, they could be
realized by TDY visits or were anciilary bene-
fits that could be realized incidentally by resi-
dent USDH, but did not, of themselves, justify
the assignment of additional U.S. staff. The
team felt that, at least, the marginal benefit
should be weighed against cost to determine
whether expenditures were justified to keep
USDH assigned in specific countries for these
purposes.

® Belter resource accountability was wel-
comed by many Jocal officials and be-
lieved by USAID staff members and
other-donor representatives to require
the layers of controls and cross-checks
executed by the in-country staff. The use
of local auditing firms, spot checks, and
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modern telecommunication can, how-
ever, reduce the need for resident USDH.

o Technical expertise of in-country staff
is prized by host-country officials and
other donor staff, who find it provides
skills and experience not always avail-
able locally. Unless the Mission is very
heavily concentrated in a particular tech-
nological area, this advantage may be
realized by TDY visits from on-call,
nearby expertise.

¢ Facilitation of communication and con-
tact allows greater university-to-univer-
sity exchange, enhances private voluntary
organization (PVO) relationships, and
opens investment and trade opportuni-
ties, as noted by private sector respon-
dents. Although mentioned by many
private sector respondents, this advan-
tage would be realized by even the small-
est in-country presence, without
assigning specific staff for this purpose.

o Faster disbursement rates and shorter
pipelines than those of other donors, par-
ticularly as compared with the World
Bank, result from close monitoring and
direct action in the procurement of goods
and services and from the ability to prod
lethargic administrations to take re-
quired actions at critical moments. Ex-
cept in programs with extraordinary
levels of commodity imports, these ad-
vantages can be secured without the in-
country presence of procurement
specialists, who could support remaining
staff by periodic visits and the use of
modern telecommunications.

e Ability to overcome host-country defi-
ciencies, described as serving as a pro-
prietary consulting firm, provides a
stabilizing force to help weak govern-
ments function and counters a culiure of
outright corruption. 1n the context of the
1990s, these deficiencies argue for less
presence, not greater.
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® Resolution of problems for technical as-
sistance advisors who maybe stymied by
issues, especially with the recipient gov-
ernment, was cited. Fortunately, these
problems are not frequent and can be
resolved by TDY visitors or resident
USDH already present for the realization
of the principal advantages.

It should be noted, however, that although
many respondents mentioned the advantages
described in this section, very few were able to
demonstrate by concrete example any benefit
the USG actually realizes. The team took note
that the Agency seems 1o have a pervasive
inability to find and display examples of its
successes. Perhaps this reflecis an organiza-
tional culture that relentiessly looks for prob-
lems but is diffident about describing
accomplishments.

Disadvantages

Although ALD. interview respondents in
the field did not identify many disadvantages
to in-country presence, A.L.D./W, recipient-
government, and other-donor respondents
were more forthcoming. The principal disad-
vantages mentioned included the following:

e Heavy-handedness, noted by all types of
respondents, was related to project direc-
tion and financial accountability and was
sometimes perceived as interference in
the internal affairs of a sovereign coun-
try; similarly, A.L.D. sometimes substi-
tutes its objectives and priorities for
those of the recipient couatry, leading to
activities that are peripheral to the coun-
try’s primary development goals.

o Excessive use of American technical ex-
pertise even when qualified experts,
often trained by A L.D. or other donors,
are available locally.

e Diffusion of effort was seen as driven by
(1) the personal skills and interests of
individuals present in the Mission, (2)
the desire of Mission Directors (and Am-
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bassadors) to maintain funding levels,
which leads to the creation of new sec-
tors of activity in order to gain access to
congressionally earmarked funds or
those available in underutilized func-
tional accounts, and (3) irresistible pres-
sures brought directly on the Missions by
A.1.D.’s various constituencies to in-
clude their preferred programs.

o Isolation from professional peers led to
the atrophy of technical skills and the
failure to follow major new trends in de-
velopment thinking.

o Inconsistent interpretation of compli-
cated rules occurred, particularly in the
legal, contracting, procurement, finan-
cial management, and administrative
management areas, by inexperienced of-
ficers working alone.

e Physical security concerned several
ALD. field respondents, who. felt that
the Mission presents a target for sponta-
neous demonstrations or planned acts of
violence, although, as a practical matter,
the USAID is less often a target than is
the United States Information Service or
the Embassy.

e Cost was cited by many A.1.D. field staff,
who nevertheless feared that the search
for cost-effectiveness would lead to
changes that would be both less costly
and less effective, and by other-donor
staff, who clearly wished they could af-
ford enough in-country staff to ensure
.good program selection, effective imple-
mentation, and better controls.

Functions Performed
by In-Country Staff

The assessment team also attempted to look
at what A.L.D. staffs actually do overseas. The
objective of the exercise was to determine to
what degree the activities pursued contributed
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directly to the achievement of the advantages
of in-country presence.

Mission Staff

At the outset, it should be noted that the
assessment team found that A.L.D. staff over-
seas are very busy and stretched very thin.
Staff must identify, design, monitor and evalu-
ate programs and projects, prepare complex
implementation documentation, request and
evaluate proposals, and supervise technical as-
sistance advisers. They are also required to
analyze and report on what they are doing and
how; to engage local officials in policy dia-
logue at various levels; to meet with and escort
visitors; to hold negotiations with controllers,
legal advisors, contracting officers, and execu-
tive officers to find ways under the laws, regu-
lations, and procedures that govern A1.D. to
accomplish what needs to be done in their
areas of responsibility; to recruit, train, and
supervise staff, and to provide the many serv-
ices that bureaucracies increasingly require as
they grow larger.

Changes in Mission size occur incremen-
tally. When existing staff are not able 10 handie
a new area of activity, Mission management
begins to appeal for additional positions. This
process, even if successful, can easily take 2
years. Meanwhile, the load grows heavier. In-
creases, moreover, are approved as though
each member were available full time, whercas
USDH presence at post is far short of full time,
thanks to leave, medical evacuations, TDYs,
and training. Staff reductions, on the other
hand, are spread among Missions by Washing-
ton fiat, in response to Agencywide personnel
management needs, and oot as a result of any
sort of analysis of a particular Mission’s work-
toad. Mission management may decide which
positions are to be cut, so long as the required
numbers of cuts are made.

The constant, intense pressures on the Mis-
sion, the delays in meeting staffing needs, and
the arbitrariness of cuts in Mission staff size
have led Mission managers to seck innovative
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solutions to their staffing needs. Foreign Serv-
ice nationals (FSNs)—direct hire employees
who are citizens of the host country—and
third-country nationals (TCNs)—direct hire
employees who are citizens of other, typically
developing, countries—have long been stand-
ard features of Missions. Over time, many
FSNs have moved from clerical and blue collar
positions into professional roles. As host-
country skills improved, fewer TCNs were
needed.

Arbitrary limits imposed by OMB on the
numbers of direct hire employees the Agency
was permitted to employ (which did not take
into account that FSNs and even TCNs cost a
fraction of the cost of USDHs) have led the
Missions to make extensive use of personal
service contractors (PSCs). This category en-
compasses U.S. personal services contractors
(USPSCs) brought from the United States spe-
cifically for a position, those who are already
in-country, perhaps as retiring Peace Corps
volunteers, or dependent spouses. It also in-
cludes foreign national personal service con-
tractors (FNPSCs), principally, but not
necessarily, citizens of the host country,

This small army of professionals, parapro-
fessionals, clericals, and blue-collar workers
usually dwarfs the USDH presence. Although
there are some rules about what authorities and
responsibilities these people may be given,
there is very little authoritative guidance.
Moreover, in practice, their mode of employ-
ment tends to become irrelevant and they are
used wherever needed. In many cases, their

functions are indistinguishable, in any mean-
ingful way, from those of USDH, and they have
formally replaced USDH in some places as
project officers and engineers and almost eve-
rywhere as training officers and communica-
tions and records supervisors.

The discussion that follows nevertheless
concentrates on the functions performed by
USDH for two principal reasons. First, USDHs
account for most of the cost of ALD.’s in-
country presence, despite their relatively low
numbers. Their salaries are much higher than
those prevailing on the local economies and
retirement contributions must be made on their
behalf. More important, they incur significant
additional costs when stationed overseas, in-
cluding cost-of-living allowances, post differ-
entials, children’s education allowances,
various travel allowances, shipment of effects,
and hcmsing.4 Accordingly, any study of cost-
effectiveness should concentrate on the major
costs if any significant savings are to be
achieved. [N.B. PSCs brought in from abroad
cost A.LD. almost as much as USDH employ-
ees, because they may benefit from most of the
same overhead factors.]

Second, the need for and the use of non-
USDH staff depend, to a considerable degree,
on what USDH are expected to do, but the
relationship is difficult to predict. For exam-

_ple, if some functions are no longer performed

by USDH in a given country, there may be no
need for any non-USDH staff in that functional
area either. In other cases, bowever, the need
may be for more non-USDH staff to substitute

4 Thereisan extraordinary variation from employee to employee, from Mission to Mission, and from region
to region in the amount of additional personnel-related costs, depending on such factors as family size and
composition, airline fare structures, availability of American schools, conditions in the local housing market,
the presence of factors affecting qualification for post differential and danger pay, and currency exchange
rates. For example, average additional costs in FY 91 in the LAC region were about $46,000 per USDH,
about $55,000 in the Near East, about $57,000 in Asia, and about $79,000 in Africa. Within Africa alone,
such average costs varied from about $38,000 in Lesotho to more than $120,000 in Cameroon, and similar

variations exist among Missions in the other regions.

A.LD.’s In-Country Presence: An Assessment
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for the USDH. Either way, the cost implica-

tions of more or fewer non-USDH will be
slight, because the overhead factors mentioned
above generally do not apply, unless, of
course, PSCs brought from abroad are used to
substitute for USDH.

Functions and Presence

The team found that some fenctions were $0
intimately linked to the two unique advantages
of influence and accountability for effective-
ness that they could be performed effectively
only by USDH assigned in-country. Other
functions contributed to realizing the advan-
tages of in-country presence and could be per-
formed only in-country, but not necessarily by
resident USDH. Some functions that did not
directly contribute to realizing the advantages
of in-country presence needed full-time USDH
in-country presence nevertheless, while other
such functions could get along without it.

No functions could be identified which, by
their nature, shouid not be performed in-coun-
try. Self-sufficiency is wonderfully conve-
nient. To the extent that personnel are in place
1o deal with a}l of a Mission’s substantive and
procedural requirements, with concomitant re-
lief from the need to rely on others, the entire
assistance process should proceed more rap-
idly and smoothly. This was, after all, the ra-
tionale for A.LD’s decentralization and the
delegations of authority to Missions in the first
place. Staff time is used more efficiently be-
cause issues can be resolved as they arise and
because a panoply of support services is in
place to minimize the time needed for admin-
istrative matters. A unity of purpose can be
shared by all who work on a program.

This is not to say that every function is of
equal priority or that every function that needs
to be performed in-country requires an individ-
ual to be stationed there full time to perform
it. There is even an argument to be made that
having staff skilled in all elements of A.LD’s
procedures and processes in place encourages
the imposition of ever more complex and rigid
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rules, regulations, and practices. Without all
that staff, there are some things that it simply
would no {onger be possible to do. Put another
way, if, in a time of limited U.S. aid budgets,
A.L.Ds advantage is more its presence than its
resources, assignment of USDH who primarily
enbance the benefits of the presence should
have priority over those there primarily to ad-
minister and monitor the resources.

In the course of field interviews, respon-
dents were asked to provide a breakdown of the
functions they performed, the percentage of
time they devoted to each function, and their
assessment of the possibility and desirability
of these functions being performed by other
than resident USDH staff. Respondents were
also asked to propose alternative staffing con-
figurations that would be less costly but still
maximize the benefits of in-country presence,

Project monitoring and implementation
was cited most frequently by USDH staff. Al-
most everybody feels an involvement in this
function, not only the technical and project
development officers (PDO) one might expect,
but also controllers, legal advisors, contract-
ing officers, and others. Those who are occu-
pied in regular oversight of project and
program aclivities, either to ensure that imple-
mentation is being carried out according to
plar or to change the design to accommodate
changed circumstances or priorities, are
clearly needed for accountability for effective-
ness. They cannot do their jobs on any less
than a full-time basis, and so must be present
in-country. It may not be necessary, however,
to rely exclusively on USDH for this function.
Indeed, properly trained foreign national em-
ployees may be just as valuable.

However necessary for the delivery of
A.LD’s programs, those project monitoring
and implementation activities which are essen-
tially process-oriented desk work, such as
drafting project implementation orders (PIO)
and project implementation letters {PIL), pre-
paring requests for proposals and progress re-
ports, and drafting evaluations and responses
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to audit recommendations, do not inherently
need to be performed by USDH stationed in-
country. They could be performed either by
USDH stationed elsewhere or by non-USDH.
No particular advantage is gained by assigning
an American to a country in order to remain
within Mission walls, as a recent Workforce
Planning Study field mission discovered is all
100 often the case,

Similarly, the kind of involvement in moni-
toring and implementation—largely the review
and clearance of project-related documents
and approval of proposed actions, which con-
trollers, contracting officers, and iegal advi-
sors cite, does not, of itself, appear to require
their in-country presence.

Project design and analysis was cited next
most frequently, in part a reflection of the
complexity of A.I.D.’s design process, which
requires inputs of all kinds and the participa-
tion of almost the entire range of Mission staff
to ensure conformity with A.ILD’s rules and
regulations. High ranking of project design
and analysis is also areflection of the staff-in-
tensiveness of the committee approach so fre-
quently used in the Missions. This approach,
in turn, evolved from the Agency’s institu-
tional emphasis on design (in contrast to im-
plementation), which turns the design process
into an internal, almost narcissistic, A.LD.
function. Yet the actual design and analysis is
usually entrusted to outsiders—consultants or
university experts—working within an elabo-
rate scope of work which, in ifs turn, went
through many iterations and carried an impres-
sive load of clearances. Sadly, the designers’
work is often rehashed within the Mission in a
futile attempt at design perfection.

The design and analysis fuactions are, nev-
ertheless, a significant part of the process of
exerting influence, but only at the time when
the project or program activity is first identi-
fied and later when the design details, espe-
cially the agreements, are reviewed, and
perhaps negotiated at the policy level, with the
recipient government. For both of these criti-
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cal events, the participation of well-informed
USDH, knowledgeable about the country and
having access to and credibility with the host
government, is indispensable. None of the
other steps in the procass, however, necessar-
ily requires the participation of USDH as-
signed in-country.

The design and related analyses must, of
course, be realized on the spot, where the in-
formation is to be found, but they can be, and
are already, largely done by short-term actors.
The work of design teams is facilitated by the
continuing presence of a knowledgeable, well-
connected USDH who understands the context
in which the new program oz preject is to work.
Ensuring conformity to A.LD. policies and
regulations can easily be ieft to legal, contract-
ing, financial management, and other experts
in those matters on a TDY basis; they need no
particular in-country expertise.

Strategy formulation and policy dialogue,
two somewhat related functions, were also
very high on the list that USDH staff claimed
to perform. The emphasis placed on these
functions by the Agency, as some sort of a
“higher calling’” within the hierarchy of devel-
opment assistance functions, perhaps accounts
for the wish of many to be identified with
them. It is also likely that in striving to formu-
late good strategies and engage vigorously in
the policy dialogue, Mission management ac-
tively solicits input and assistance from all
levels of the staff.

Although the assessment fcam found that
both of these functions are directly tied to
realizing the advantage of influence, it also
found that most of those who claimed involve-
ment explained their role as contributory
rather than direct. Those directly involived in
working out the strategy with the recipient
government and carrying on the policy dia-
logue at the decision-making level cannot be
effective if they are not par of the in-country
presence. Those who assist in the process, by -
providing inputs to the strategy-making or on-
going dialogue at the working level as opposed
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to the decision-making level, may or may not,
depending on the degree of technical knowl-
edge needed on a continuing basis or the sen-
sitivity of the issues in question, need to be
stationed in-country.

Personnel supervision/administration was
the function cited fourth most frequently by
USDH staff in the field. On the one hand, this
is what one would expect from the typical
structure of an overseas Mission, where there
is a superstructure of USDH providing over-
sight, training, guidance, and performance
evaluation for a large number of non-USDH
personnel. On the other hand, however, it also
reflects the demands tbat the American For-
eign Service personnel system makes on all its
members. The employee evaluation report
(EER) process is the heaviest burden. At one
extreme, the Deputy Mission Director typi-
cally devotes an inordinate amount of time
(some have cited 6 to 10 weeks a year) to it
exclusively, depending on the number of divi-
sion heads to be rated and the number of EERs
to be reviewed. Less onerous, but still time-
consuming, is participation in the Mission Re-
view Panel, whose members also usually have
some sort of EER writing tasks themselves.
Orchestrating one’s next assignment is another
major task.

It cannot be argued that this function con-
tributes directly in any way to the realization
of the advantages of in-country presence. But
it must be done in any USAID installation and
is an example of the bureaucratic requirements
that decentralization cannot avoid. Only a very
few USDH do it full time, but many do a lot of
it. Smaller staffs, or at least fewer USDH,
would reduce the amount of time and effort
that must be devoted to the task, thus freeing
the USDH to spend more of their time on what
they were sent to accomplish.

‘Contracting, evaluation, program budget-
ing, accounting and voucher examination, fi-
nancial and economic analysis, and legal
counseling are functions performed in-coun-
try by a significant proportion of the resident
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USDH staff. Although none of these functions
need be performed by in-country USDH staff
for the realization of the principal advantages
of influence and accountability for effective-
ness, they all have a part, to a greater or lesser
degree, in the advantages of in-country pres-
ence. They also affect, however, several of the
disadvantages of in-country presence noted
earlier.

It would therefore be rare that a convincing
case for the cost-effectiveness of stationing
USDH in-country for these functions could be
made. Moreover, except for accounting and
voucher examination, these tasks are usually
needed only at certain times and do not require
continuous performance. Even accounting and
voucher examination, with modern telecom-
munications, may be functions that could be
concentrated in a few, well-chosen, centralized
locations.

Executive Officer (EXO) functions, neces-
sary to support whatever staff is present in a
Mission, cannot be performed elsewhere, al-
though they do not directly relate to the advan-
tages of in-country presence. The role is
essentially supervisory, although the EXO is
directly involved in OE budgeting and procure-
ment. The scope of the EXO operation in a
country, which may have an impact on whether
aresident USDH is needed, depends largely on
the size of the Mission and conditions at the
post.

There is a wide disparity among Missions in
the numbers of people used for these activities,
from a single USDH EXO to a staff of several
hundred, almost all non-USDH. The inter-
views and responses to a worldwide cable sent
by the assessment team revealed that, in many
countriecs, the local economy could supply
many of these services. This suggests, at the
least, that more Missions could contract for
these services than do so at present, reducing
dramatically their personnel administration
burden in the process.
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Alternatives to USDH

Respondents were asked about the possibil-
ity and desirability of their functions being
performed by other than resident USDH staff.
Clearly there was little confidence in the abili-
ties of the host governments, since almost no-
body believed that tasks other than evaluation
and participant training could be handled well
by them.

TDY assistance was somewhat more posi-
tively viewed. But while most respondents felt
that most functions could be performed on a
TDY basis, very few thought that to be a good
idea. The respondents thought that their own
presence was necessary, This was very consis-
tent with overseas staff’s view that A LD./W is
an unreliable supplier of TDY assistance, but
incounsistent with the generally favorable view
of the REDSOs held by most African Missions.

In part, the responses concerning TDY re-
flect an overall complacency that the assess-
ment team noted in the attitudes of the
overseas staff about their roles, Mission struc-
ture, and Mission staffing, and in part they may
reflect a distaste for making frequent TDY
trips. But the viewpoint may also be a natural
reaction to a question that staff perceived as
threatening to their future assignment opportu-
nities. The assessment team, comprised mostly
of veteran Foreign Service officers, thought
somewhat better of using TDY services for
many functions than did the Mission staff
interviewed.

So did senior Washington-based respon-
dents. Some of them felt that a highly skilled
person on regular TDY with good FSN support
can enjoy easy and high-level access to host-
country officials. They noted, with some fre-
quency, that legal, contracting, project
development, and design were services that
could be supplied when needed to permil Mis-
sions to exercise their delegations of authority.
Economic analysis and financial management
were also considered svitable for TDY.
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The use of FSNs and PSCs was viewed more
favorably still, although rare were the func-
tions that the majority of respondents thought
it desirable for these staff to perform. Al-
though the actual use of FSNs varied greatly
from Mission to Mission, in general, those
functions cited most frequently by USDH as
important activities for themselves, such as
project design and monitoring, strategy formu-
lation and policy dialogue, were the ones
found least suitable for performance by FSNs
and PSCs. However, many functions now be-
ing performed to a great extent by non-USDH,
such as participant training and voucher ex-
amination, were cited as unperformable by
FSNs and PSCs according to many USDH
respondents.

The views of USDH respondents about
FSNs and PSCs were not consistent with infor-
mation provided by other donors, nongovern-

‘mental organizations (NGOs), and the private

sector, who usually thought much better of the
talent available and wbo used it in more re-
sponsible roles than did many Missions. The
FSNs themselves also stressed their ability and
willingness to assume greater responsibilities
than they had been given, although such senti-
ments may have bean self-serving,

- Nevertheless, there appears to be something
of a bias against the use of FSNs and PSCs that
goes even beyond considerations of ability 1o
do the job. Self-interest may have colored the
views expressed. Perhaps there may also be a
belief that USDH were reluctant to express but
that some host-country and other-donor repre-
sentatives evoked without hesitation: there is
always a risk that personal, family, or political
motives may take precedence over A.L.LD.s in-
stitutional objectives. Nevertheless, and based
on the successful experiences of some USAIDs
in entrusting responsibility to non-USDH, the
assessment team found considerable room for
rethinking the role of FSNs and PSCs.
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Other Donors and
In-Country Presence

In the majority of countries where A.LD,
maintains Missions, its corporate size is typi-
cally, or at least apparently, much larger than
that of other donors. Although critics of A.LD.
may recognize the advaantages of in-country
presence for exerting influence and for the
effective delivery of development assistance,
they wonder how other donors manage their
operations with far less staff and suggest that
those approaches could provide models of
cost-effectiveness for A.1.D.’s emulation.

To evaluaie the relevance of these other ap-
proaches for A 1D, the assessment team tried
to ascertain whether other donors seek the
same benefits A.L.D. does, and, if so, how they
accomplish their objectives with less staff-in-
tensiveness overseas. Accordingly, the experi-
ence of a representative selection of other
donors, both bilateral and multinational, is re-
viewed in Appendix D. To assess the accuracy
of the information in documentary sources and
to gain perspective on the A.LD. presence,
interviews were conducted with donor field
representatives in 10 countries. Appendix E
includes a summary of those interviews. The
following conclusions emerge.

Most donors require some kind of
in-country presence.

Although no significant donor believes it
can get along without some kind of in-country
presence, none expects in-country staff to have
much of a role in preparing development
strategies, designing projects, procuring goods
and services, conducting a policy dialogue,
supervising project or program performance,
or performing financial management, account-
ing, or evaluation. Few authorities, if any, are
vested in the field, and issues are routinely
decided at beadquarters.

Thus it is not surprising that other-donor
overseas staffs are not large. But to count only
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the personnel who sit in a bilateral donor’s aid
office can be deceptive; they are, often, merely
the tip of the iceberg of their country’s in-
country aid presence.

Of the donors surveyed for this assessment,
the thinnest overseas presence is Germany’s,
with only about 20 officers seconded to the
Foreign Ministry and assigned to the largest
among the 120 German aid recipient countries.
This sparsity is somewhat compensated by
Germany’s reliance on parastatal institutions
and contract staff to help the recipient country
implement its capital and technical assistance
programs.

~ Japan is thinly staffed overseas as well. In
Indonesia, for example, a staff of five oversees
an annual program budget of well over $1 bil-
lion. For reasons of economy, some countries,
including Canada, the Netherlands, and Swe-
den, limit the number of recipient countries
where aid staffs—of 2 to 10 officers each—are
assigned. Oaly those countries with aid staffs
in place to handle the work load are eligibie to
receive the full panoply of these donors’ devel-
opment assistance. Assistance is provided
through embassies to many other countries,
but using modes which require no professional
staff presence. Some donors, notably the Scan-
dinavians, reach a broader group of recipient
countries by channeling a proportionally
higher leve! of resources through multilateral
organizations such as UNDP, using, in effect,
the staff capacity of those organizations as a
substitute for their inability or unwillingness
to provide their own.

Both Britain and France maintain assistance
relationships with many couatries but concen-
trate on former colonies, where they have aid
staffs of 5 to 15 officers attached to their dip-
lomatic Missions.

Although the British in-country aid pres-
ence is Jimited to only the most important re-
cipieats, five regional Development Divisions
located within broad geographic regions (the
Caribbean, the Pacific, Southeast Asia, South-
ern Africa, and East Africa) reinforce British
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diplomatic Missions in their aid responsibili-
ties. These regional offices are an alternative
to in-country presence in many places and a
compromise between the need for technical
expertise in each recipient country and the ex-
pense of maintaining field staff in Britain’s
more than 120 recipient countries. The British
also enjoy the support of other official bodies,
such as the Crown Agents, the Commonwealth
Development Corporation, and the British
Council, which do not, on the surface, appear
to be part of the British aid structure, but which
take direct responsibility for parts of the aid
activity.

More significant for the French and the Brit-
ish, however, are their networks of thousands
of expatriate technical experts assigned within
the operational institutions of recipient gov-
ernments. These citizens of the donor country
technically function as civil servants of the
various host-country ministries to which they
are assigned. However, in many ways, they act
as extensions of the donor’s official aid pres-
ence by providing constant administrative sup-
port, planning, and monitoring for bilateral
projects being impiemented.

in addition to their contributions to the
World Bank, the specialized agencies of the
United Nations, and the regional development
banks worldwide, all European donors also
make substantial contributions to the Euro-
pean Development Fund (EDF), which man-
ages large multilateral assistance programs in
the Africa, Caribbean, and Pacific regions. In
1990, the European countries channeled more
than $3 billion in development and economic
assistance through the EDF, which typically
maintains an in-country presence of 5 to 12
career officers, with heavy reliance ou visiting
teams of TDY specialists, and is, in many
ways, a surrogate for European bilateral aid.

A.LD.’s In-Couniry Presence: An Assessment

Some major bilateral donors that have
tried to get along with only limited
presence have found they need more.

Although most donors have followed their
overseas staffing styles for many years, there
have been some recent changes of note. The
Japanese, in particular, have found themselves
increasingly unable to program and disburse
the greatly increasing amounts of aid they are
now providing. They are now urgently pursu-
ing expansion of their in-country presence in
recipient countries.

The Canadians, baving concluded that their
system needed to be made more responsive and
timely, embarked on a decentralization effort
in 1988 which included considerably greater
in-country presence, based on what they term
the “USAID model”. In order to increase the
authority, prestige, and influence of its in-
country staff, Canada has elevated its principal
CIDA (Canadian International Development
Agency) officers to Consul status in those coun-
tries where there is not a resident Ambassador.

Indeed, interviews revealed that many do-
nors feel that they need more people working
for them, whether hired locally or sent from
their headquarters, but not as many as A 1L.D.
Even the World Bank has expanded its in-coun-
try presence since 1985, adding substantial
numbers of technically qualified specialists.

In thelr relations with recipient
governments, other bilateral donors do
not seek the same objectives as A.1.D.

In many cases, the advantages A.I.D. seeks
to realize through it-country presence are less
relevant to other donors. Development per-
formance, for example, is of far less institu-
tional concern to most bijateral donors than it
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is to ALD., although it is of great personal
interest to their officials in the field, Although
donors recognize that without extensive in-
country staffs they are unable to monitor
closely the implementation of their activities,
they have either rationalized that effective im-
plementation is the responsibility of the recipi-
ent or were satisfied that development
assistance was meeting the commercial objec-
tives they had set for it.

Illustrative of this is the emphasis that dif-
ferent donors put on their individual program
portfolios. For example, during the 1988-1989
period a significant percentage of other-donor
resource flows to bilateral recipients was for
economic infrastructure projects (e.g., trans-
portation and energy) which are normally turn-
key operations implemented by their own
contractors. During this period the percentage
of program budgeis devoted to this sector by
various donors was as follows: Japan (36.4%),
World Bank (35.8%), Germany (28.6%),
United Kingdom (23.4%), France (20.8%),
Netherlands (19.4%), and Canada (14.7%).
By contrast, the equivalent percentage for
ALD. was 3.7 percent.s

Bilateral donors also typically do not be-
come deeply involved in influencing macro-
economic adjustment or policy reform, except
at the political level through their embassies.
Indeed, interview comments suggested that
A LD. Missions are viewed by some of the
other donors as intrusive, insensitive, and pa-
ternalistic.

On the multilateral side, the World Bank
does care both about the quality of project
implementation and about policy change. It
recognizes, however, that it has been less suc-

cessful than it wished on both counts. It is
currently undertaking a study of why s0 many
of its projects are so far behind schedule and
remain so far from accomplishing their objec-
tives. Interviews in the field regularly high-
lighted that the visiting teams the Bank sends
for these purposes are “managed” by the host
country during their brief visits and are, thus,
unable 1o assess the true state of affairs.

No donor accepts the idea of diversion of
project funds with equanimity or likes the idea
of waste and mismanagement. The approach of
most other donors, however, seems to be one
of accepting some degree of resource erosion
as a smaller price to pay than the cost of exten-
sive controls. Routine audits, and the corollary
requirement to respond to audit recommenda-
tions, are unheard of. Scandal, of course, gives
rise to corrective action when it surfaces and
sometimes leads to the withdrawal of all devel-
opment assistance from a recipient country.
But the donors interviewed uniformly believed
that A 1.D.’s requirements for fund account-
ability were, in Third World environments, un-
achievable, excessive, and counterproductive.

Other donors are subject to far less
oversight.

It is fair to say that no other donor, bilateral
or multilateral, responds to oversight require-
ments as deep or complex as A.LD.’s. In par-
liamentary systems, the role of the legislature
in the aid program is very limited. Some do-
nors, such as Japan and France, have no aid
policy legislation at all. Legislatures in other
donor countries, while establishing general
policies, review the programs only at very gen-
eral levels and appropriate funds in a single

5.On the other hand, program assistance during that period, more closely related to development performance,
presents a different picture. The percentage of program budgets devoted to this mode was as follows: Japan
{17.8%), World Bank (9.9%), Germany (4.9%), United Kingdom (14.7%), France (4.9%), Netherlands

(14.4%), Canada (4.8%), and A.LD. (24.6%).
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line item, leaving the country allocations and
project selection entirely to the responsible
executive entities. Thus, no overseas staff ever
needs to prepare documentation for submis-
sion to its legislature or to supply information
in response to legislative inquiries. Policies
and procedures, too, are vastly simpier and
applied with more uniformity and thus do not
require the battalions of legal advisors, con-
tract specialists, controllers, and project devel-
opment and program officers to interpret
changing objectives and complex require-
ments, or to monitor conformance with rules
and regulations.

The multilateral donors, while responsible
to governing boards, control their own deci-
sions largely through their own bureaucracies.
There are no other bureaucracies, legislative
bodies, or constituencies to be satisfied.

ALD.'s In-Country Presence: An Assessment

Relevance of the experience of other
donors.

Comparison of A.1.D.'s overseas staffing
with that of other donors does, indeed, demon-
strate that their overseas staffs are much
smaller and, thus, less costly than A.L.D.s.
Even when large numbers of contractors or
technical experts arz relied on for some of the
functions A.1.D. officers typically perform,
there is no added cost for these services as the
individuals are already assigned in-country for
other purposes. For A LD. 1o reduce its over-
seas presence to a size commensurate with that
of the other principal donors would require an
unworkable recentralization of authority in
A.LD./W and a dramatic reduction in both the
scope of the assistance effort and the audits,
controis, and legislative oversight to which the
program is subjected,
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Management of A.l.D.’s
In-Country Presence

Beneﬁts from an in-country presence cen-
ter on two factors: a significant ability
to influence the development process and the
ability to adequately account for results.

The findings also suggest that some func-
tions need not be performed by in-country
USDH siaff, but could instead be performed
more cost-effectively by non-USDH staff or by
staff located elsewhere.

Section 3 draws on these principal findings
and describes some of the implications and
opportunitics flowing from them for overseas
staffing in order to make the best possible vse
of human and financial resources. These “‘op-
portunities,” or options, are divided into three
categories:

1. Those that can be implemented fairly
quickly in the short term with minimum re-
structuring

2. Those that would require moderate re-
structuring and could be implemented in the
medium term

3. Those that would employ a strategic man-
agement approach to workforce allocation and
require more time to implement significant
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Alternatives To Present
In-Country Presence
Patterns and Practices

changes in the way A.1.D. could staff and man-
age the delivery of foreign assistance

All three categories of opportunities are set
and described in the context of the following
strategic management objectives: (1) manag-
ing for results, (2) managing for cost-effec-
tiveness and accountability, and (3) managing
for recipient country self-reliance.

Today’s manager of A.LLD.’s in-country
presence is constantly faced with three impor-
tant management challenges that relate to
these overall objectives. They are (1) manag-
ing in a way that performance and resulls are
achieved and can be demonstrated, (2) manag-
ing in a way that the Agency’s financial ac-
countability responsibilities are fulfilled, and
(3) managing in a way that ownership of devel-
opment policies, programs, and projects is es-
tablished or transferred to the recipient
country.

The triangle illustrates that these manage-
ment challenges can be both incompatible and
complementary. The ultimate challenge for the
manager, therefore, becomes how to balance
these three important elements; and, within
that context, how to accomplish the balance
with the most cost-efficient vse of human and
financial resources.

In terms of the objectives of the assessment,
balance means retaining the essential advan-
tages of an A.1.D presence with the least num-
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ber of USDH employees, consistent with pru-
dent management and achievement of results;
and, at the same time, increasing the recipient
country’s reliance on ifs own management ca-
pacity as rapidly as possible over time, The
assessment team believes that the following
offer opportunities and possibilities for meet-
ing the challenge and achieving these objectives.

Need for Transition
Strategies

As a result of its finding that A.I.D. Mis-
sions neither plan for diminishing their level
of participation nor work toward the day when
A.1D. can withdraw, the assessment team con-
cluded that the single greatest impact on Mis-
sion staffing, over time, would result from the
requirement that such planning occur.

The development impact would also be sub-
stantial. After all, fostering self-reliance
should be the very purpose of A.LD.’s busi-
ness. However understandable the reasons that
induce Missions to provide a high degree of
oversight, this tends to slow the rate at which
the recipient country develops the skills and

ALD.s InCouniry Presence: An Assessment

capacity to manage its development resources
and increases the risk of establishing and per-
petuating a dependency, not only on external
resources but alsc on external management of
those resources.

Although this absence of transition strate-
gies is not unnoticed by most Mission manag-
ers, there seem to be insufficient incentives to
focus more intently on this issue. The gradual
transition and transfer of management and ac-
countability responsibilities from the donor to
the recipient countries should be made a major
goal and part of the Missions’ overall program
strategies and implementation plans, with fol-
low-through at the project level by making this
an explicit part of project purpose, design, and
implementation, Succeeding phases of strat-
egy and program formulation and follow-on
projects should begin st ever-increasing levels
of recipient-country management and respon-
sibility for achieving results and decreasing
A.LD. management and control (see also Ap-
pendix G).

The team strongly believes that every Mis-
sion should be working to ensure that the re-
cipient country is moving toward self-reliance
in its development efforts. If Missions organ-
ized their development strategies under this
objective, then management for results, ac-
countability, and sustainability would natu-
rally follow.

The development of transition management
strategies should be a major part of bureau
goals and guidance and pari of country and
program performance criteria. Over time, this
will decrease hosi-country dependence, de-
velop a more mature assistance relationship,
add an important variable to Mission develop-
ment strategies, and decrease the level of
USDH staffing needed to achieve major pro-
gram goals. Every other opportunity identified
below is either part of or facilitated by the
presence of a transition strategy. Without it,
little will be accomplished; with it, more ra-
tional, cost-effective in-country presence
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structures could be put in place in many
countries.

FSN Utilization

The pervasive underutilization of profes-
sional FSN employees also impacts directly on
the ability of the Agency to implement the
opportunities identified. The team came to the
following general conclusions with respect to
FSN staffing and its relationship to USDH
needs:

1. Many professional FSNs are underutil-
ized and could assume more and higher levels
of responsibilities with their current profes-
sional capabilities or with additional training.

2. FSNs could replace the need for any
USDH responsibility for certain functions.

3. FSN staffing levels are often developed
separately from the process of determining
USDH staffing needs, and the number of FSN
employees is often a function of the number of
USDH, rather than the inverse,

4. There is a definite limit, however, on how
much additional responsibility can be assumed
by FSNs, due principally to the need to have a
USDH between FSNs and recipient-country
officials when major policy issues are in-
volved, as well as to the current confusion as
to what FSNs can and cannot do on behalf of
A.LD. The team found a wide variety of appli-
cations, ranging from FSNs having practically
no signing authotity to FSNs acting in the full
capacity of project manager, and, in at least
one case, acting as project officer, a function
almost always performed by USDH.

The FSN utilization issue is not peculiar to
the assessment’s findings. It has surfaced in
almost every recent study involving Agency
practices and the personnel system. It keeps
coming back because it is never addressed. It
is time for Missions to assess the full capabili-
ties and potential of their present FSN employ-
ees and those they could hire, for the Office of

28

the General Counsel to provide definitive guid-
ance about the upper limits of FSN respousi-
bilities {(which should purposively be
broadened), and then for the Agency to use
these factors as major determinants of USDH
staffing requirements.

Short-Term
Opportunities

Based on the team’s findings and observa-
tions, there is a series of measures the Agency
could implement almost immediately, which
would involve a minimum of restructuring and
disruption and which would facilitate the im-
plementation of many of the ongoing and
planned management reforms to reduce work
load, paper, reporting requirements, and the
like. The measures would also reduce pres-
sures and requirements for USDH in many
country sitvations.

Adjust Current USDH Staffing
Imbalances

The assessment team observed anomalous
staffing levels at a variety of Missions in rela-

~ tion o program resources, program mix, pro-

ject portfolio, and other independent variables.
Similar divergences were suggested by the re-
gression analysis models developed by two
regional bureaus and by the one developed for
this exercise. If, following case-by-case
analysis, such problems were confirmed,
A 1.D. could rationalize ficld Mission staffing
somewhat by reallocating existing overseas
USDH levels worldwide from Missions that
may have more staff than they really need to
Missions that may have too few (see Ap-
pendix F).

This proposal would be the least disruptive
of all measures considered. It would redistrib-
ute a part of the existing USDH overseas work-
force to ensure that staffing costs are incurred
where they are most needed and economized
where program shifts indicate that fewer staff
are required,
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Identify and Deslgnate Other
Advanced Developing Countries

Six countries presently receiving assistance
from A 1.D. (Brazil, Chile, Colombia, Mexico,
Paraguay. and Uruguay) are classified as ad-
vanced developing countries (ADCs). These
countries might be categorized as “‘self-reli-
ant,” having an adequate institutional capabil-
ity and human resources base to manage their
own development strategies with minimal
A.L.D. in-country presence. Programs in these
countries are typically staffed with one USDH
and a small support staff of FSNs and USPSCs.
Assistance is provided through a regional fund
controtled by the Latin America Bureau in
ALD./W.

Using the model of these countries as a
starting point, A.1.D. could rigorously attempt
to identify other countries that may now be
considered self-reliant (e.g., Costa Rica, India,
Thailand, Tunisia) and subject to appropriate
downsizing of AL.D.'s in-country presence.
Self-reliant status should imply readiness for
dissolution of the current Mission structure,
climination and relocation of needed technical
and administrative support staff, greater utili-
zation of FSN staff in responsible positions,
and, perhaps, relocation of the A.L.D. office
into the U.S. Embassy. Recognition of more
self-reliant status would not necessarily re-
quire a concomitant reduction in program
budget levels or channeling of assistance
through regional funds, as in the Latin America
Bureau. Assistance could be provided through
a continued bilateral program with nonproject
assistance for specifically designated activi-
ties relevant to the recipient country’s and
A.1.D.'s priority areas of interest.

Designating other ADCs would be consis-
tent with the precept discussed earlier of trans-
ferring ownership and of managing fer
increased self-reliance,

A.LD.'s In-Country Presence: An Assessment

Reduce Staffing in Some of the
More Unfavorable Development
Environments

Sometimes a significant aid level is pro-
vided 10 a country for largely political reasons.
In these situations, a fully staffed Mission
will, as provided i the FAA, usually attempt
to deliver a development assistance program.
Where the environment is characterized by po-
litical instability, a poor policy environment,
corruption, and an uncooperative government,
however, prospects are poor for achieving de-
velopment impact. In these countries, A.I.D.
could restrict itsell to resource transfers re-
quiring low staff intensity, such as participant
training to develop a cadre of people who will
be more receptive to American ideas and free
market policies, and to humanitarian or social
service programs through PVOs.

The advantages are twofold. First, where
these conditions exist, staff could be reduced
dramatically. Second, the United States would
pot find itself in the embarrassing position of
trying to elicit a particular performance, or
enforcing project and policy conditionality, in
a context where the recipient knows it will
receive its level of assistance whatever it
does—and even if it does nothing. As a trade-
off, the opportunity to leverage assistance and
influence behavior through in-country pres-
ence and an active program would be lessened.

This approach that considers the realities of
the environment is consistent with and suppor-
tive of the precepts of managing for results and
for accountability, and gives important signals
in terms of self-reliance objectives.

Reduce Documentation and
Mission Reporting Requirements

A.1D. should rigorously follow up its cur-
rent efforts to reform project documentation
and reduce the inordinate time now being spent
on detailed project analysis and design. A
flexible, moving design process should be
melded into implementation. Enough studies
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of the present process have been conducted to
suggest that all the required documentation
and analysis do not ensure a successful pro-
ject. Documentation often becomes irrelevant
in the face of the reality of implementation in
an unpredictable setting which does not mesh
with well-intentioned analysis based on inade-
quate or nonexistent data.

Additional documentation streamlining
could include

e Combine the annual budget submission
(ABS) and congressional presentation
(CP) exercise into one document (and
refrain from revising the instructions
every year)

e Simplify local currency monitoring
requirements

¢ Reduce the paper flow required for par-
ticipant trainees

e Authorize multiyear contracts for per-
sonal service contractors

s Simplify employee evaluation reports

¢Simplify internal! vulnerability
assessments

¢ Require action plans or other program
performance only on a biannual basis
(see Appendix G)

The major advantages of implementing
these measures are obvious. They would have
a downward impact on staffing requirements
and would also help to place more emphasis on
“managing for results.” The team perceives no
disadvantages.

Reduce Bureau and Mission
Competition for Scarce Staff and
Budgetary Resources

The present system of decentralization of all
planning functions along with all design and
implementation responsibility breeds a de-
structive inter-Mission, and even interbureau,
competition which detracts from the manage-
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meut objective of increased operational effi-
ciency and optimal use of scarce human and
financial resources. This competition mani-
fests itself through excessive program justifi-
cation processes, such as the country
development strategy statement (CDSS), coun-
try program strategy plan (CPSP), action plan,
CP, and ABS, many of which must be prepared
by the Missions and defended in artificial and
frequently superficial review sessions in
Washington. Produced as advocacy pieces
within an A.1.D./W versus field adversarial
stance, these documentation efforts suffer
from a loss in objectivity as each Mission at-
tempts to portray its client country in the most
favorable light in order to maintain or increase
its program funding levels, its OE levels, and
its staffing levels in what is perceived to be a
ZETo-sum game,

USDH staff spend an inordinate amount of
time in bureaucratic strategizing and in plan-
ning, preparing, and defending this documen-
tation, time which could more productively be
spent on the management of program imple-
mentation and increased contact with host-
country counterparts. The competition-
advocacy-adversarial approach ¢ngendered by
the present program and project documenta-
tion system thus drives overseas présence to
higher levels than needed for the sole require-
ments of sound program management.

One solution to this problem would be to
relieve the Missions of the responsibility for
country program advocacy. Under such a sys-
tem, country analyses would be prepared by
combined A.I.D./W-Mission teams, with par-
ticipation from other agencies as appropriate,
which would assess needs and provide the de-
velopmental objectives, sirategy, and political
rationale for individual bilateral country pro-
grams which would not be further reviewed.
The Missions would then be charged with de-
sign and implementation. Country programs
would reflect clearly defined USG objectives
rather than individually crafted Mission agen-
das, which must be continuously justified, pro-
tected, and defended. Recentralizing country
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policy, objectives, and strategy (with field
Mission participation to ensure that the par-
ticularities of each recipient country are not
forgotten) and maintaining decentralization
for program operations and management
would resnlt in considerably reduced require-
ments for USDH overseas staff.

Other advantages of this approach, espe-
cially in terms of strategic management objec-
tives, are that it would tend to build closer
collaboration and ownership between
A.LD./W and the field, and it might also create
an important middle ground in the current
debate on decentralized versus centralized
programming.

Medium-Term
Opportunities

The medium-term opportunities tend to in-
volve more extensive policy changes, restruc-
turing, or both in the way A.L.D. does business
and, thereiore, would require time to further
staff out and to implement. Atternatives for the
medium term also follow from the basic find-
ings of the assessment and are presented in the
context of the strategic management objectives
previously cited.

Expand Regional and Shared
Services

The REDSQOs in Abidjan and Nairobi pre-
sent models for regionalization of technical
and support services (see Appendix G), models
that could be explored for wider utilization and
for promoting managing for recipient country
self-reliance. In the Bureau for Latin America
and the Caribbean (LAC), certain individuals
with regional responsibilities are stationed at
bilateral Missions. USAID/Bangkok is now
being reconfigured to provide services, includ-
ing budgeting, project design, contracting, le-
gal, financial management, and executive
officer support to A.1.D. affairs offices being
opened in the region. The assessment team also
heard suggestions that no USDH technical spe-
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cialists were needed in individual countries,
provided bighly qualified ones were available
and ou call from nearby locations.

Meanwhile, there is strong countervailing
pressure from some Missions, particularly in
Africa, to station all necessary support person-
nel at all Missions to aveid the need to rely on
any regional support. The Africa Bureau and
REDSO/East and Southern Africa (ESA) in
recent years appear to have shifted from a pol-
icy of staffing regionally to permit smaller
Missions to rely on regional expertise (0 a
practice of supplying REDSO/ESA staff as re-
inforcement to existing staffs in futly staffed
Missions.

If several Missions can share the services of
staff, fewer USDH will have to be stationed
overseas. Although travel costs may rise,
these will be much smaller than the savings
from fewer assignments. Some officers, how-
ever, will probably object to the strains of
frequent travel, Moreover, A LD. programs of
any size and complexity find reliance on any
but in-house staff difficult to accept, and there
is a pervasive feeling that somehow one is not
getting one’s fair share of regional services. In
addition, there is a profound distrust of
ALD./W’'s willingness and ability to share
centrally based staff equitably, suggesting that
any attempt to provide regular services to Mis-
sions from Washington would encounter sig-
nificant opposition from the fieid.

Nevertheless, the assessment team felt that
there was considerable potential for supplying
services of various kinds on a regional basis
and for reversing the trend in some areas for
greater dispersal of support staff. Of course, a
detailed cost-benefit analysis would have to be
undertaken to assess the full range of opportu-
nities. But with increased training for FSNs
and with modern communications, such as
FAX and E-mai), it shouid be possible for legal
advisors, contracting officers, controllers, and
even executive officers to service more than
one field post. Although such support person-
nel are all necessary for the effective function-
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ing of the U.S. foreign assistance program as
it is now designed, the accessibility to recipi-
ent governments and the proximity to project
sites that justify in-couniry presence are not as
relevant for these suppori personnel.

Opportunities to develop more regional of-
fices and shared services should be explored
for reasons other than cost savings. Interviews
in REDSO/ESA convinced the team that there
were significant advantages in clustering tech-
nical and support personnel at regional loca-
tions where they can keep each other abreast
of developments within their respective pro-
fessions, share regional experiences, and rein-
force one another. Indeed, it is probable that
Missions would, in many cases, be better
served by personnel clustered at regional sites
than by Mission-based personnel working in
isolation, especially where such individuals
lack experience. New Delhi appears lo merit
consideration as the location for another such
regional office.

Central America presents a unique opportu-
nity to apply these ideas. Given the proximity
of the countries, a “‘shared service” organiza-
tion could perform accounting, contracting, le-
gal, project design, economic analysis, and
management services for other Missions in the
region. Moreover, in light of the anticipated
reductions in country program levels and, thus,
in staff, the concept could be taken one step
further with the establishment of a Regional
Mission, in Costa Rica for example, with a
much reduced pumber of USDH in the neigh-
boring countries. This would be similar to the
system under which Canada (CIDA) is pres-
ently operating in most of Central America.

Concentrate Programs on Fewer
Development Problems and on
What A.L.D. Does Best

There are now more donors with greater
levels of resources than when A.ID. began to
work in the LDCs. These donors cover a wide
range of activities and have developed world-
class expertise in some development special-
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ties. Over the years, and especially since
1980, A.1.D. has identified new sectors of ac-
tivity, without, however, abandoning its tradi-
tional areas in most couniries. The assessment
team found that overseas staffs often lacked
awareness of the activities of other donors,
even in the sectors where the Missions operate.
Yet the team also found a general belief that if
Missions focused their portfolios they would
achieve a greater impact. The Administrator’s
admonition that Missions should select only
two or three strategic objectives thus makes
sense.

Limiting objectives would permit ALD. to
concentrate on what it does best, or, at least,
what it most wants to accomplish, and to leave
other development problems to the compara-
tive advantages of other donors. Considerably
more coordination among donors, on a global
as well as country basis, might well be re-
quired. But donor coordination should be
more feasible in a post-Cold War world, where
short-term political objectives ought to be less
of an obstacle to the coordination required for
this approach.

In addition, however, the fieldwork dis-
closed that Missions continue implementing
large numbers of project activities, even while
arguing that the number of their sectors is
appropriately limited. Many interviews and
the regression analysis performed as a part of
this assessment suggest a relationship between
numbers of projects and Mission size, so lim-
iting the number of activities should reduce
somewhat the need for staff. Although it might
not be appropriate to try to fix the absolute
number of project activities each Mission
could bave, perhaps setting a floor uader bilat-
eral project size—35 million—would accom-
plish the same purpose while retaining
Mission flexibility.

Some Missions would regret ne longer be-
ing able to respond to targets of opportunity.
That may not be a bad thing. Others, espe-
cially those with low program levels, may find
that the minimum project size is set too high.
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Perhaps that would suggest that where pro-
gram levels are low, a program that does not
require much staff is in order, for example, one
that funds buy-ins from centrally funded pro-
jects and that channels funds through interme-
diaries such as PVQs.

On the other hand, the assessment team con-
cluded that a shift from project assistance to
nonproject assistance (NPA) did not necessar-
ily reduce the need for staff. Most NPA carries
with it elaborate conditionality. Many coun-
tries need help in building the institutions or
making the policy changes called for, and this
entails a great deal of high-level Mission par-
ticipation. In some cases, technical assistance
must also be provided and supported. Finally,
progress must be assessed and determinations
made about successive tranches of funding.
Of course, noanconditional cash transfers or a
less active role in assisting a country to meet
its policy undertakings would reduce the staff-
intensiveness of this form of assistance.

Create Incentives To Encourage
Efficlent, Cost-Effective
In-Country Presence

All of the aforementioned short-term oppor-
tunities require a top-down system of edicts.
All are subject to some degree of manipulation
by bureau and field managers. Many of the
short-term opportunities would come about
more naturally if the Agency established effec-
tive incentives to encourage A.I.D.’s Mission
managers to run the leanest operation possible,
consistent with the management objectives of
performance, accountability, and ownership,
represented by the triangle discussed carlier.

It is the team’s conclusion that quite the
opposite system of incentives has existed for
some time, one which seems to award program
size and volume and staff size as positive per-
formance factors, thus giving signals that run
counter to Agency efforts to manage human
and financial resources as cost-effectively as
possible (see Appendix G). '
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Adjusting the Agency’s incentive system to
encourage tightly run field posts would be
fully consistent with the strategic management
objectives outlined earlier. This issue should
receive strong consideration and action by the
Incentives Committee and Management Re-
forms Council,

Concept of Misslon Antennae in
Washington

This concept would relocate to A.LLD./W
those Mission and regional personnel whose
functions are not related to the requirements of
day-to-day project monitoring or dialogue
with recipient-country officials. The persopnel
assigned to such antennae in Washington
would be responsible to the Mission Director
under the direct supervision of one of the
group who would be designated ““Assistant Di-
rector for Washington-Based Operations' in
addition to his or her other professional func-
tions. The group would be physically sepa-
rated from its respective geographic bureau (in
Rosslyn, VA, for example} to emphasize its
detachment from the A.I.D./W chain of com-
mand and its primary respensibility to the Mis-
sion Director.

In addition to the performance of its special-
ized staff functions, the group would be a re-
pository of Mission-specific information and
be responsible for fielding and preparing re-
sponses to all requests for information and the
preparation of routine and special reports. The

‘performance of this reporting function alone

would relieve the field-based personnel of a
considerable work load and allow a greater
concentration of time and effort on the more
important functions of program implementa-
tion and policy dialogue.

Only recently has such a concept become
possible through the advent of FAX and E-
mail. It would still require frequent field visits
to ensure that the A.I.D./W-based persoanel
remained abreast of Mission developments and
latest thinking. Administrative support costs
for the A.1.D./W-based personnel would be
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charged to the individual Mission’s OE ac-
count in order to emphasize and maintain com-
plete association with the overseas Mission.

While maintaining the same Mission func-
tions being performed today, this alternative
would move some of the people performing
them to Washington. Trade-offs with the re-
duction in overseas support costs would be in
the form of increased communication and
travel costs as well as possible morale prob-
lems stemming from the necessity for frequent
travel and consequent family separation.

Such a concept would work best for the
Missions presently staffed at a level of 15 or
more USDH personnel. Small Missions in Af-
rica would continue to rely on the regional
support services provided at present by the
REDSOs.

Concept of “Limited
Accountablility”

Much of the justification for USDH staff is
based on A.LLD./W and Mission concern for
financial accountability and a pervasive fear of
audits rather than on the more practical re-
quirements of basic program management (see
Appendix G). Complaints from field staff re-
flect perceptions rather than specifics. The
weight of the perceptions, nevertheless, dem-
onstrates an abiding concern with protecting
against any and all audit recommendations, at
all costs. A.]1.D.s institutional culture, abetted
by adverse publicity, has become so obsessed
with tracking every peany that the costs fre-
quently outweigh the benefits. As one respon-
dent commented: *“We spend dollars to save
dimes,’” This apprehension has exerted an up-
ward influence on USDH staff levels or pre-
vented reductions in cases where Mission
Directors conceded that less staff would be
needed but for the “‘operational intimidation”
factor of excessive financial accountability
and audit concerns.

A1D., in cooperation with Congress and
the Inspector General, should investigate the
concept of “‘limited accountability’” for over-
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seas operaticns in the developing countries as
practiced by other donors and explained by
their representatives to the assessment team
during interviews in the field. This approach
assesses the cost of total accountability in cul-
tures with different ethical values from ours
against the limited protection against fraud
and mismanagement which it provides and
the inordinate work load and staff time that
it involves.

Longer-Term
Opportunity: The
Concept of a “Core”
Mission

There is a good deal of interest inside and
outside the assessment team in the concept of
a basic or core Mission, and the extent to
which such a concept can be effectively and
realistically applied to overseas staffing.
Many of the team’s findings and subsequent
analysis indicate that this general concept may
be applicable and merits inclusion as a princi-
pal altemative for cost-effective allocation of
overseas staffing. It became apparent, how-
ever, that there could be several variants and
different applications of the concept. For ex-
ample, a core staff could be based on

¢ Program levels, or
e Units of management, or

e Disciplines deemed essential to the re-
tention of benefits from an in-country
presence, with additions and subtrac-
tions made according to prescribed crite-
ria, such as accessibility to shared
services, or

e The human resource base and the relative
ability of the host country to structure,
manage, and account for A.L.D. resource
transfer, or

e Strategic objectives
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Strategic Objectives Approach

This section discusses the strategic objec-
tive variant within a strategic management
context and relates the conceplt to several other
major elements of the team’s findings, as well
as to management initiatives ongoing within
the Agency.

Major assumptions underlying this ap-
proach include

e A 1.D.’s basic role will change substan-
tially in the 1990s, but an in-country
presence will be essential to fulfilling
that role

e Operational expense and FTE constraints
will not diminish but rather are likely to
increase

s Agency leadership is genuinely inter-
ested in improving A I.D.’s effectiveness

¢ FSNs can be given more responsibility
than they now have, and clear guidelines
to that effect will be issved

¢ “Limited accountability” can be negotiated

The strategic objective approach to work-
force allocation is similar to zero-based budg-
eting, with a USDH principal officer as the
only given and additional USDH program
managers essentiaily tied to the number and
type of strategic objectives and the availability

of qualified local staff. Each program man-
ager would be responsible for managing the
process and activities for one strategic objec-
tive. Having two or more sirategic objectives
would imply that the Mission had two or more
program managers.

A program manager would be responsible
for all phases of activities under his or her
strategic objective. This would imply bring-
ing in project design expertise if needed, as
well as independent consultants, for example,
to participate in a midproject evaluation. A
main responsibility of the program manager
would be to manage the impiementation proc-
ess under the strategic objective. The program
manager would need to decide how to do
that——with the assistance of FSNs and contrac-
tors, as appropriate. The program manager
should know A.LD. processes very well, as
well as have technical grounding in the major
field included within the strategic objective.

All other functions would be performed by
FSN or contract staff, supplemented by USDH
through telecommunications links and TDYs
from Washington—or from a regional support
office or Mission. The principal officer would
have to feel confident that these functions
would be available when needed.

Increases above this core would have to be
justified, based on guidelines which would
have to be developed. Presumably, as the num-

6 A strategic objective is an area of emphasis in a country program. It should reflect a development
requirement of the country and also be an agreed priority of both the recipient country and the USG. A
specific definition of a strategic objective has now been formulated by the Agency in the context of Mission
and A 1.D/W-level strategic planning and program performance/measurement. These are the basic elements
in *'PRISM,” the new Agencywide ‘‘Program Performance Information System for Strategic Management,”
The definition is as follows: ‘‘The highest level development result that a Mission or other operating unit
believes is within its overall manageable interest; i.e., that it can materialty affect and for which it is willing
to be held accountable. Missions would typically pursue a relatively small number of strategic objectives
(one to five), commensurate with the financial and human resources available for implementing effective
strategies.” Examples of strategic objectives include increased food production and productivity, reduction
of fertility, economic stabilization/structural adjustment, and increased off-farm employment.

A.LD.’s In-Country Presence: An Assessment
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ber of strategic objectives increased or the pro-
gram level per strategic objective went up, or
a strategic objective was added that is new to
A_LD. or is very staff-intensive, the guidelines
would suggest thresholds for an increase of
USDH. At some point, as velume and com-
plexity increased, there might be a threshold
that would justify resident presence for other
functions.

Some procedures would have to be devel-
oped to ensure implementation of a strategic
objective approach with the least disruption
and greatest amount of fairness and discipline.
The process could begin with a country-by-
country review of the number and nature of
each Mission’s strategic objectives to deter-
mine the number of program managers needed.

Each program manager, with regional or
A.1.D./W assistance, would, in turn, be respon-
sible for designing a management and staffing
strategy and configuration for his or her stra-
tegic abjective. This strategy would be based
on analyses to determine the

o Optimum number of management units
for each strategic objective

¢ Quality and quaatity of local kuman re-
sources available to staff the manage-
ment of a particular sirategic objective

e Upper limits of responsibilities at which
locally available FSN or PSC employees
could operate

e Degree to which the recipient country
could manage and account for resources
under the strategic objective

o Amount of support services necessary to
achieve the objective and the most effi-
cient and cost-effective means of provid-
ing them

The results of the foregoing analyses would
help to determine the need for additional
USDH and distinguish those support services
(technical and administrative) that must be
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provided by in-country staff and those that
could be provided by other means and modes.

In addition, the principal officer wouid be
respoasible for developing, in close collabora-
tion with the recipient country, a transition
program and management strategy that would,
inter alia, project a path and timetable along
which the country could be expected to in-
creasingly manage its own development and
progress toward a different level of develop-
ment and donor relationship. In the case of the
relatively least developed countries, the time-
table can be expected to be quite long.

The strategic objective approach is closely
related to and complements several other op-
portunities identified. For example, the idea
of a “Mission antennae™ approach, discussed
above, compiements and is also probably nec-
essary to make the strategic objective scheme
work. This combination, then, fits very well
with the idea of keeping in-country only the
staff whose functions must be performed in-
country in order to realize the desired benefits,
or whose functions contribute less directly to
the major benefits but which can be performed
as—or more—<cost-effectively in-country.
Staff may be located out of country when their
functions can be performed as efficiently and
more cost-effectively from other locations, by
use, for example, of advanced communications
technology, TDYs, and so forth.

Adopting the Strategic Objective
Approach: Pros and Cons

Pros

1. The approach is simple and straightfor-
ward; the point of departure is a bare mini-
mum. A higher typical or normal USDH level
would not become an institutionalized bureau-
cratic *‘floor.”

2. In determining USDH and other staffing
levels, the emphasis would shift from mainly
money levels to efforts necessary to achieve
the Mission’s strategic objectives and thus, to
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a stronger emphasis on “‘managing for re-
sults.”

3. It forces an analysis of which functions
maust be in-country in order to derive the major
benefits of A.1.D.’s in-country presence and of
which functions, while contributing to the
benefits, can be performed effectively out of
country.

4. It requires the wtilization of FSNs and
other local resources to their fullest potential
and capacity.

5. It would force serious consideration of
developing transition program and manage-
ment strategies, which, in wrn, would require
more collaboration with and faster develop-
ment of recipient country capabilities.

6. R would even out some of the current
imbalances and anomalies in present USDH
staffing worldwide.

7. It would be consistent and compatible
with ongoing efforts to establish performance
indicators throughout the Agency.

8. It encourages Missions to move into a
mode of strategic planning around certain
objectives.

Cons

1. Some will undoubtedly feel very
strongly about the missing resident functions,
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perhaps, especially, the lack of a resident pro-
gram or project officer.

2. Precise criteria, especially criteria re-
lated to overall program levels, annval budget
levels, and numbers of projects, cannot be
established.

3. Implementation of this option could be
very time- and resource-consuming in the
early stages and would probably require a
fairly long phase-in period, especially in some
of the larger Missions.

4. It will require some tough decisions on
the part of Agency leadership, especially in
overcoming resistance to transferring staff
who do not need to be resident in-country and
can perform needed functions more cost-effec-
tively from elsewhere.

In summary, the foregoing represent possi-
ble cost-effective alternatives to maintaining
the principal advantages of an in-country pres-
ence. While none are impossible, some are
more feasible than others. They wauld require
different time frames to plah and implement.
The assessment team cautions, however, that a
missing part of the analysis of these alterna-
tives is the potential impact of each on Agency
recruiting, career development, and employee
morale, as well as on the size, structure, and
role of A.I.D’s dedicated Foreign Service.
These very important considerations should
be built into further analysis and planning of
alternatives.
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A.I.D.’s in-country presence provides ad-
vantages to the USG in the delivery of

foreign assistance which cannot be duplicated
using any other mode, Even in the face of
increased budgetary pressures, the assessment
team believes that A 1.D. can maintain the es-
sential benefits of in-country presence—its in-
fluence and program accountability—by being
more selective about what functions are per-
formed overseas by USDH staff and what
functions can be performed by others, in
Washington, in regional support centers, or in
the field; by reducing documentation require-
ments; by making clearer distinctions between
purely political and developmental programs
and concentrating overseas staff in the latter,
where the benefits of in-country presence are
more likely to have an impact on development
performance; and by making more concerted
efforts to lead recipient countries to self-reli-
ance. A.LLD. bas not had a systematic ap-
proach to overseas staffing that consistently
takes into consideration diverse program re-
quirements, specific staffing resources avaii-
able locally, and skills needed to maximize the
benefits of in-country presence. As a conse-
quence, the assessment has laid out a number
of options intended, over time, to lead to more
cost-effective staffing within A 1.D.

The assessment recommends that the
Agency immediately institute “transition
strategies” as an overarching Agency manage-
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Conclusions and
Recommendations

ment approach and that each Mission intro-
duce this perspective into its strategic plan-
ning. All Mission planning and program
documents should reflect the results of transi-
tion management thinking. The Policy Direc-
torate should draft the relevant policy
statements and requirements for the field.

Missions should search for FSN talent prior
to the assignment of USDH or contractor staff
for positions not requiring considerable policy
negotiation functions. The more effective use
of FSN talent will require that A LD.’s Office
of the General Counsel issue a statement clari-
fying the legal limits, interpreted as broadly as
possible, to the authorities the FSN staff may
exercise.

Two major near-term options, the designa-
tion of additional ADCs and the identification
of unfavorable development environments,
should be carried out over the next several
months by the Policy Directorate. Initially,
this directorate should develop policy guide-
lines regarding what degree of self-reliance
capability is necessary for ADC designation.
These policy guidelines would lead to a list of
countries expected to be designated as “‘self-
reliant”’ in the short, medium, and long term.
Missions in those countries would then be
tasked with incorporating a time borizon into
their strategic plans that would reflect how
country programs and staff would foster self-
reliance. The Operations and Finance and Ad-
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ministration Directorates, in conjunction with
relevant regional bureaus, should proceed to
work with Missions in those countries desig-
nated as self-reliant in the short term to de-
velop less staff-intensive programs and to turn
over responsibility for management increas-
ingly to the host country itself.

Second, the Policy Directorate should de-
velop criteria for identifying those countries
that the United States desires to assist but
where the environment precludes the imple-
meantation of an effective developmental strat-
egy. Appropriate types of foreign assistance
should be ideatified for such environments. In
such cases, the Operations Directorate, in con-
junction with the relevant regional bureau and
Mission, should redesign the country programs
to require a minimal in-country presence.

Other near-term options can be imple-
mented without delay. The results of the re-
gression analysis should be carefully studied
by the Finance and Administration Director-
ate’s Support Budget Office in conjunction
with the Operations Directorate. Missions
that fall significantly (5§ or 10 percent) below
or above the predicted staffing levels should be
examined oo a case-by-case basis to determine
whether, in fact, current staffing levels are jus-
tified. Based on this analysis, the Support
Budget Office should make recommendations,
as appropriate, to balance out Mission staffing
allocations. Although this option by itself
may not reduce costs, it will “rationalize,” to
a certain extent, staffing decisions.

The Policy Analysis and Resources Office
of the Policy Directorate, which is revising the
Agency Handbooks regarding programming
precedures, should, in coordination with the
Operations Directorate, be responsible for the
options to reduce documentation and Mission
reporting requirements and to reduce bureau
and Mission competition for scarce staff re-
sources by using a joint A.I.D./W-Mission
team for the preparation of nonreviewable
Mission strategy documents. This system
would be put in place to diffuse the destructive
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inter-Mission and interbureau competition for
resources which the study identified as ome
factor that increases in-country staff require-
ments. Both of these options would require
that the Policy Analysis and Resources Office
look closely into the relationship between
documentation and successful implementation
and develop guidelines for the minimal paper-
work required to meet accountability criteria.
CDIE should share the results of its own stud-
ies with this office to provide an experiential
basis on which to develop such guidelines.

Several medium-term options could then be
further considered and carried out by the Man-
agement Improvement Policy Group. These
options would include the expansion of re-
gional and shared services as well as the Wash-
ington-based Mission antennae concept. The
particular case of Central America and whether
all the Missions there could be replaced by a
single Regional Mission should be further
studied by the Management Improvement Pol-
icy Group in conjunction with the Operations
Directorate and the LAC Bureau. Whether
Thailand’s regional functions could be in-
creased should also be further studied by these
groups. All of the many studies already com-
pleted on the REDSOs in East and West Africa
should be reviewed by these groups to deter-
mine whether the Agency is making the best
use of these offices. The Washington-based
Mission antennae concept should be pursued
in collaboration with the regional bureaus.

The Policy Directorate should develop guid-
ance on the concentration of programs. The
Management Incentives Committee should
pursue approaches to strengthen the incentives
for managing with “leaner’ staffs. The Office
of the Admiristrator, in conjunction with Con-
gress, should pursue the concept of “limited
accountability.”

In the longer term, the assessment recom-
mends the implementation of the strategic ob-
jective approach to staffing, in which program
strategic objectives, not administrative con-
venience, would drive staffing decisions. This
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approach, as elaborated in section 3, reaffirms
the critical importance of an in-country pres-
ence, but allocates resources to those functions
that are central to capturing its benefits, thus
tending to minimize the assignment of
USDHs. Any new Missions being set up
should be staffed accordingly. A.1.D.s pres-
ence in Eastern Europe and in the newly inde-
pendent states may be candidates for the
immediate implementation of the strategic ob-
jective approach to staffing.

In those countries identified as self-reliant,
Missions in the shert or medium term could
employ the strategic objective approach to
identify the staffing needs of their redesigned
programs. Other Missions could begin to in-
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troduce this approach as an element of their
recommended overall strategic plans.

Implementation of the ideas and recommen-
dations of this assessment should, over time,
lead to a more rational approach to in-country
presence. With a premium placed on cost-ef-
fectiveness, as opposed to maximizing size and
financial accountability, a logicai and meas-
ured downsizing of the overseas staif can oc-
cur, especially in countries where A.LI.D. has
had a fong presence. Such downsizing can
happen without the loss of the critical advan-
tages to the United States of the influence and
program accountability A.I.D. can ensure as a
consequence of its in-country presence.
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APPENDIX

Objectives

' I Ihe objectives of the CDIE assessment of
A.LD.’s in-country presence are three-
foid: '

o Determine the essential rationale for
A.[.D.’s in-country presence

e Ascertain whether the functions per-
formed overseas are those needed in or-
der to meet the rationale for the
in-country presence

e Seck to identify possible configurations
of A.LD. in-country presence that are
cost-effective, while retaining the dem-
onstrated advantages of in-country pres-
ence

Study Questions

To address these objectives, a variety of
questions need to be answered. The following
examples will be modified and refined during
the various phases of the assessment.

e Are the advantages commonly believed
to arise from in-country presence real or
just theoretical? Are the real advantages
of significant importance or only mar-
ginal to A.I.D.’s objectives? In terms of
the ability 10 contribute to the accom-
plishment of these objectives more effec-

Scope of Work

tively, to what degree does A.LD. really
benefit by being present in-country?

* A L.D. is apparently the only donor that
believes it needs a sizable in-country
staff (although the French often maintain
a very large official presence). Do other
donors with similar programs and objec-
tives find thai the advantages we per-
ceive are not important? Or do they have
other means to achieve similar benefits?
Are there meaningful trade-offs, espe-
cially in effectiveness, that these donors
must accept while enjoying cost savings?

o Are there examples of structures for in-
country presence that preserve the ad-
vantages but are more cost-effective?
Are some of A.LD.s present structures
for smaller in-country presence suitable
for applicatiot in more places?

® To what extent do the functions actually
performed by overseas staff really con-
tribute to achieving the purposes that jus-
tify their in-country assignment, and to
what degree are the functions that most
consume their time directed at the meet-
ing of Mission and A.I.D./W administra-
Jtive and bureaucratic needs? Could the
latter functions be performed elsewhere?

¢ Are there possibilities for substitution by
other categories of staff (Foreign Service
national, contractor, other in-country
U.S. Government personnel, etc.) or



through other institutional arrange-
ments, such as reliance on private volun-
tary organizations (PVOs), universitics,
or private entities, that would preserve
the advantages but be more cost-effec-
tive? What would be the trade-offs for
such substitution?

o Is there a relationship between the ad-
vantages of in-country presence and (1)
the mix of assistance instruments (devel-
opment assistance, economic support
funds, PL 480 food aid, etc.); (2) the
dollar level of assistance; (3) the role of
nonproject versus project assistance; or
(4) the degree of concentration of activi-
ties in the portfolio?

Phases

The assessment will include four phases.

The first phase is the conceptualization and
information-gathering phase. During this
pbase, A 1.D. direct hire team members will

» Review A.LLD. major organizational con-
figurations and structures in the field

« Review the justification and rationale for
the in-country presence configurations
employed within A.LLD.

e Review what functions A.I.D. expects to
be carried out in the field

A2

® Review the approach to in-country pres-
ence laken by other donors and the struc-
tures used by both donors and
organizations with overseas presence
with possible relevance to A.LD.

e Conduct preliminary interviews with
A.LD. staff and other donor staff to de-
termine their perceptions of field func-
tions and also to identify possible
in-country configurations that may be re-
viewed in this study

o Investigate how A.LD. currently deter-
mines the size and composition of its
in-country presence

During Phase 2, research design and pre-
liminary analysis, the methodology will be de-
veloped. (See Appendix B for an exposition of
this methodology.)

Phase 3 will consist of the field work. (The
field work is also described in Appendix B.)

Phase 4 will include the final synthesis of
findings and recommendations. During this
phase, team members will analyze the desir-
ability of continuing to operate overseas as
A.LD. has been doing. If changes in the num-
bers and functions of U.S. direct hires and/or
the structures of the ALD. in-country pres-
ence are recommended, options for possible
in-country presence will be generated. Those
options will seek to provide greater cost-effec-
tiveness while retaining the essential advan-
tages of in-country presence.
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APPENDIX

The methodology employed followed two
parallel and conceptually independent
tracks. One track consisted of interviews,
field visits, and archival reviews. The other
track consisted of an attempt to quantitatively
model staffing. The possibility that this sec-
ond track might be fruitful was enhanced when
it was discovered that two geographic bureaus
had indepeundently produced potentially ac-
ceptable regression models explaining U.S. di-
rect hire (USDH) Mission staffing. With that
knowledge, a regression analysis effort was
designed. The data for this analysis came
from A.LD. budget materials from FY 1988~
FY 1991,

For the interviews, a purposive sample of
Missions was constructed from strata repre-
senting all geographic regions, Mission size
(by program, staffing, and operating expendi-
tures), and type of development problems
faced. Although not scientifically repre-
sentative of all Missions, the resulting sample
was reasonably representative. It originally
included 10 Missions but, as the opportunity
presented itself during the site visit to Kenya,
representatives from Ethiopia and Rwanda
were also interviewed. The final sample con-
sisted of Bolivia and Costa Rica (test sites),
Guinea, Honduras, Indenesia, Kenya (both the
bilateral Mission and REDSO/ESA), Morocco,
Pakistan, Senegal, and Uganda.

In each Mission, the design called for inter-
viewing all USDH and as many personal serv-

B Methodology

ices contractors and senior Foreign Service
nationals (FSN) as the schedule would ailow.
In addition, Missions were asked to schedule
extra-Mission interviews with the Ambassa-
dor, Deputy Chief of Mission, other donors,
and representatives of the recipient country
and private sector. Each team was scheduled
on site for 1 workwaek.

Two types of interview questionnaires were
developed:

1. A “‘master’’ in-Mission questionnaire. A
subset of the master was developed for each of
the following subgtoups:

»Mission Director and Deputy

e Senior Program, Project, and Technical
staff

» Program, Project, and Technical staffs
o Senior FSNs

wExecvtive Officer, Controller, Contracts,
or Legal staff

2. Exira-Mission questionnaires for
»(ther-donor representatives
»Recipient country representatives

The in-Mission questionnaires were con-
structed with open-ended questions. A set of
possible/probable responses was provided,
where possible, to simplify recording time,



reduce recording variation across interviews,
and simplify data-processing and analysis.
For all questions, even those with the supplied
possible/probable response set, interviewees
would be able to give any response they chose
to make.

These gquestionnaires were pretested both in
Washington, using former Mission staff, and in
two Missions, Bolivia and Costa Rica. After
each test use, questions were added, deleted,
or modified, as appropriate. The possi-
ble/probable responses for questions were cre-
ated and modified in this same manner.

Because it was not possible to test the other-
donor and recipient-country forms in Washing-
ton, they were reviewed by team members.
After agreement within the team, design was
completed. These forms were completely
open-ended. No attempt was made to create a
set of possible/probable responses because the
target population was too heterogeneous and
there were no available surrogates.

B2

Team interviewers were trained in the use of
the form, and they practiced their recording
skills as observers in a test interview of a
USDH who had just returned from the field.
After the session, all notes were reviewed and
discussed, and coaching was given as needed.

A database was constructed using Symantec
Q & A, version 3.0, software.

Q & A was selected because it allows mul-
tivalued, variable length fields. This feature
made it possible to design, capture, and proc-
ess the strings from the open-ended questions.
After data entry was completed, a separate data
file of the fixed format data was created and
processed using SAS. Review materials, re-
ports from the database, and original question-
naires were given to team members for theme
and content analysis. The data, other informa-
tion and documentation, and working papers
assembled by the assessment are available in
working files retained by A.LD.’s Center for
Development [nformation and Evaluation.
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ALD. STAFFING REPORT*

Question. Mr. Roskens, in July 1989, in the Committee Report, we
requested that A.LD. undertake a study of its staffing distribution around the
world. This was because the committee believed that A.LD. had no systematic
way of considering program content and size and integrating that information
into decisions concerning operating expenses and staff allocations.

That Report was due February 1, 1990. However, the Committee did
not receive any response until September 14, 1990—seven months late. Then,
frankly, the report did not do what the Committee intended.—Instead,

. lay tuned, we are working on it." The Report in part said:
Previous Page Blank 154 moving to establish a central workforce analysis and

U —.\it within the budget area."

"...In the interim, a working group has been established to review and

analyze program and workplace information collected from all overseas

missions and Washington offices and bureaus.”

Staffing guidelines for program planning purposes are not an unusual
idea. It is precisely those types of guidelines which underlie MEDICARE
certification required for federal funding of state mental health and mental
retardation centers. Similar standards are used in staffing federal and state
prisons.

When do you expect that A.LD. will have developed some staffing
guidelines that the Committee can review and that A.LD. can use for
management purposes?

Answer. A report follows which summarizes progress to date and
describes the system which A.LD. will use during the FY 1993 budget reviews
to determine overseas workforce allocation levels. The approach employed is
on a number of factors including country program levels and program
configuration.

'The material in this appendix appeared on pp. 547-557 of the Committee Report.

Previous Page Blank
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A.1.D. WORKFORCE ALLOCATION
SYSTEM FOR OVERSEAS MISSIONS

This paper provides background on actions taken in the past two years on the
Agency’s efforts to develop a rational workforce allocation system for the A.L.D.
missions overseas and steps currently underway to complete this action.

BACKGROLUND

in the summer of 1989, in an effort to begin sorting out ways 10 meet
expanding program management requirements with limited staff and an
increasingly constrained operating budget, A.1.D. conducted a preliminary
analysis of staffing in relation to program allkocations and support costs of its
overseas and headquarters operating units.

That analysis reveaied some emerging trends and defined the relationship of
current staffing to program size. But it also raised additional questions and
issues, on which there was incomplete information. In particular, it highlighted
the incompleteness of information on the size, composition and functions of
A.L.D.’s non-direct hire workforce. It also raised a series of

questions about the reasons for the current configuration of direct-hire staff in
relation to program management demands, about the basis for future decisions
about staft hiring, training and deployment, and a host of related personne!
planning issues.

As a result ot that preliminary exercise, in the fall of 1989 the Agency initiated a
full-scale study to collect complete data from its headquarters and field
operating units on the full range of Agency workiorce. This study addressed a
number of questions about workforce size and functions. It also sought to test
several hypotheses about the relationship between staff and differential
operating cost and program management demands.

The study gathered extensive data on all types of fieki and headquarters
workiorce -- Amaerican and foreign nalional direct-hire and non-direct hire staff,
contractors and other U.S. Government personnel. Respondents were asked to
characterize functions as well as numbers of staff and to relate program
managemen functions to specific projects and other program components.
These data were ralated to unit operating budgets and program size --
obligations, pipeling, numbers of projects, etc.

The resulting data has aliowed the Agency to profile the full workforce in its
headquarters and field operating units. It has also provided information on the
relationship of workiorce to suppornt costs and to various measures of program
management demand, such as annual obligation level and size of pipeline.

The data collected describes how overall staffing is currently allocated to
periorm different tasks such as managing projects, performing financial
management function, general administrative support activities, etc. It permits
comparisons among and between missions and headquarters offices and
bureaus of the use of personnel resources.
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The data collected shows that in FY 1989 A.l.D. had a total workforce {(defined
fo include all U.S. and FSN direct-hire, PASAS, RSSAs, IPAs and detalis-in,
and all non-implementation contractors, principally PSCs) of about 11,000, of
which approximately 4,400 were direct-hire employees. About 78% of the total
workiorce were assigned overseas, just under 1/4 of whom were engaged in
program and project management functions.

Many of the roughly 22 percent of total workforce located in Washington are
invoived in aclivities which, by their nature, have no overseas counterparts. For
example, most activities relatad 1o legislative affairs, external relations, small
and disadvantaged business activities, equal employment opportunity activities,
central budgeting, development of Agancy policy guidance, and certain
accounting and personnel functions are uniquely "headquarters” functions.

The data has also fleshed out the eariier partial information about variations in
total staff size of the Agency’s various operational units overseas, ranging from
certain advanced developing countries with a single U.S. direct-hire
representative to large missions, and has permitted comparisons of staffing with
cost and program resources. Using the information collected, A.L.D. tested
some assumptions about total costs of operation and staff size relative to
various measures of program management burden. As a result, we are now
abie 1o define average costs of the various types of staffers in our missions and
to establish ratios of staff to various measures of program size.

The study has contirmed much of what A.l.D. believed about its staffing
allocations, and has added to the Agency's undenaking of how staff is
distributed. Among the important findings of the study are the following:

. The availability of qualified local direct-hire and contract staff is
an importan determinant of the number of U.S. direct-hire
employees needed o staff an A.L.D. mission. The Agency has
made great eflorts to operate efficiently and economically by
utilizing local staff whare feasible. In 15989, more than ha¥f of
the staft engaged in managing A.l.D. projects overseas were
foreign national direct-hire or personal service contract
employees (percentages by region were 43% in Africa, 50% in
Latin America and 56% in Asia and the Near East).

. U.S. direct-hire employees (USDH) are the most expensive
component of A.1.D.'s overseas staff, largely because of
housing and other allowances. In FY 1389, the average direct
cost (exclusive of salary and benefits) of maintaining a USDH
emplioyee at an overseas mission was about $133,000
(average cost by mission ranged from under $90,000 in several
Latin American posts to over $200,000 in a few African
countries). By way of comparison, the average cost of foreign
national diract-hire employees worldwide was under $19,000.

However, the study was not able to isolate any combination of program
variables -- like annual obligation levels, size of pipeline, or sectoral
characteristics -- which coukl serve as sufficient basis for wordorce allocation
decisions. Although there are certain rough correlations between staff size and
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program measures such as size of pipeline, there are also numerous
exceptions. Nevertheless, such comparisons are useful for both further
workforce analysis and for program planning, and the Agency has incomorated
the study’s results into the FY 1993 budget preparation and review process.

The kinds of information produced in the study described above are an
assential starting point. A small workforce analysis and allocation staff,
established within A.1.D.'s budget office in early 1991, will continue to develop
and refing a better analytical base for the allocation of staff to tieid and
headquarters units. Furiher, the staff works closely with analysts responsible
for allocating program funds and operating expenses, ensuring greater
integration of Program and QE and workforce decision making.

CURRENT ACTIONS

Our efforts to date lead lo the conclusion that the application of even complex
modals will not be sufficient to determine precise staffing levels appropriate 10
any given mission. It is, however, feasible and appropriate that such models be
employed to provide a set of standards to determine parameters for mission
staffing levels. Our observation is that a relatively simple model based on
current year funding levels and program configuration, could be applied o
determine a range of appropriate staffing. Precise staffing levels would be
determined by adding to the model’s results, judgments conceming variables
such as the sophistication of the recipient country, availability of local staff and
numbers and types of assistance activities. Given these conclusions, we have
developed a simple mode! which we will be using during the upcoming budget
season.

Applying the model to A.1.D.’s FY 1991 Operating Year Budget and FY 1992
requost yields predictable results: the African missions are staffed less
adequately than those in the other regions. In facl, African posts are, in
aggregate, statfed at levels generally consistent with the model, while those in
Asia, the Near East and Latin America have more U.S. direct-hire than the
model would dictate.

FY 1993 initial regional overseas staffing ceilings will be set by assuming global
conformity with the model by FY 1995 and treating FY 1993 as the first year of
transition from FY 1992 fo the new levels. While regional bureaus will be
allowed to distribute the cellings by country as they choose, significant
variations from the application of the model on a country specific basis will have
to be justified during the summer budget reviews. As a result of these reviews,
the overall applicability of the model will be determined.

In addition to the staffing model, AID's Center for Development Information and
Evaluation (CDIE), in conjunction with other offices, is undertaking a study of
overseas staffing approaches to determine the most cost-effective way for AID
to carry out its program in the future. During the course of this study, planned
for completion in November, 1991, the reasons for AlD’s overseas prasence will
be articulated (e.g., program management, knowledge of the recipient country,
access to recipient country decision makers), staffs of selected Missions
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interviewed to determine whether currént staffing is consistent with these
reasons, the staffing approaches of other donors will be reviewed and
proposals will be put forward for changes in the way AID staffs its overseas
posts.

The model thus represents a starting point to establishing a consistent
approach to stafting overseas Missions. The additional information provided by
the budget reviews (a “reality test™ of the model) and by the CDIE overseas
staffing study will provide the basis for establishing statfing levels for FY 1993
and beyond that are significantly less "ad hoc” than those of previous years.

MISSION WORKFORCE ALLOCATION MODEL

A ASSUMPTIONS:

— That the levels of staffing for fiekl operation are limited by the
Operating Expenses budget appropriation.

— That concern for vuinerability and accountability require a
minimum core presence when bilateral assistance programs are
underway.

—_ That the construction of the program, the level and mode of
assistance utilized, has a direct relationship 1o the level of
statfing required.

_ That a rational workforce allocation process is dependent on
the establishment and implementation of program development
criteria and controls.

B. MINIMUM CORE MISSION STAFFING:

When a bilateral assistance program is instituted, experience has
dictated that a minimum core staffing level in country is required to protect
Agency and U.S. Government stewardship of appropriated funds. A core
staffing modsl for a bilateral Mission would include:

MINIMUM CORE STAFFING MODEL

Principal A.1.D. Officer

A.l.D. Controller

A.1.D. Executive Officer

Program Officer/Project Development Officer

The minimum core staffing mode! assumes that Legal and Contracts Officer
expertise is available on a regional, TDY or shared bilateral basis.

A.LD.s InCouniry Presence: Appendix C
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C. NTRY PR PRINCIPLES AND GUIDELIN

To control and rationalize country workforce allocation levels, it is
essential that a set of models be established the basis of which will determine
staffing levels beyond the minimum core staffing requirements. The following is
an initial attempt at creating these models:

Segregate Programs by principal driving force:

Development Programs
—  Category 1 - Large ($30 mil) - Muti-Sector - Good Perf. (15-20
)

people

-  Category 2 - ed. {$15-30 mil) - 2-3 Sectors - Good Pert. (10-15
peopie)

- Category 3 - Small (Less than $15 mil) - 1 Sector - Good Pert.
(5-10 people)

—_ Category 4 - Buy-ins (Less than $15 mil) - 1 sector - Adequate
pert. (0-5 people)

PoliticaVSecurity Programs;

— Category 1 - Large, highly visible, U.S. Nat'l Interests. $30
million or more (15 or more people)

—_ Category 2 - Medium - strategic - $15-30 Mil. (5-15 people)

—_ Category 3 - Raconstruction (Emerging Democracies) (1-5
peopie)

Advanced Developing Country Programs:

Beyond concessional assistance, S&T focus, Private Sector, program
level, per se, not directly relevant. (0-5 people)

Emergency Relief Programs:;

_ Countries where sole purpose is disaster relief - Ethiopia,
Sudan, Liberia etc. (1-5 people)

D. VARIABLE FACTORS:

Within stafting parameters by program category, additional personnel will be

added as necessary, taking into consideration:

5,
Y

™

Numbers of Sectors

No. of activities or management units
Pipeline size

Avail. and Competence level of FSN staff
Degree of Sophistication of LDC Institutions
Sector/Program/Project Assistance Mode
P.L. 480 (type and amount)

Local Currency generations

Policy Reform Focus
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Question. In the 1992 budget process, how did A.LD. relate and
compare staffing needs across countries and regional bureaus?

Answer. A.LD.s approach to staffing requirements was based on
country specific analyses considering such factors as program magnitude, e.g.,
obligations, pipeline, number of projects, etc., and such variables as the
availability and aptitude and the foreign service nationals, relative
sophistication of host country government institutions, etc. This was not a
systematic effort to relate or compare country or regional staffing levels to one
another. In the FY 1993 budget process, we will apply common standards to
all overseas workforce levels so that final determinations will be based on
comparisons within the established standards as well as on country specific
factors.

A.LD. STAFFING REPORT

Question. As you know, the committee has had a lot of concern about
the extremely thin staffing that is being proposed for Eastern European
programs. It is amazing to me that today, fifteen months after we
appropriated the first money for Eastern Europe, we only have one permanent
A.1D. person actually located in the region. Now, we have a letter promising
more staff in Eastern Europe by mid-summer. But, my point is that A.LD.
without any staffing guidelines seems to have no rational approach to
answering the question—what is a reasonable number of staff for the region,
or for each country, for the type of programs that are planned. Do you agree
with that assessment? If not, can you explain on what basis those staffing
decisions have been made?

Answer. ALD. has taken a very rational approach to developing
staffing guidelines for the East European program.

As you know, the East European program is being managed and
designed in Washington. This structure was guided by the particular
circumstances of the SEED I legislation which authorizes the President to
appoint, in the Department of State, a Coordinator of East European assistance.
Both the Coordinator and the two Deputy Coordinators are in Washington. In
order to bring the expertise of the entire U.S. Government to bear on Eastern
European development issues, it makes the most sense for the program
managers to be in Washington also.

In addition, in contrast to most A.LD. programs, this program is
obligated primarily in the United States with U.S. organizations, universities,
firms and other U.S. Government agencies, rather than with foreign
governments. In FY 1991 some 80~90% of the program will be obligated in the
United States. It certainly has helped to be close to the contractors at this early
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stage of the program when initial contracts and grants are being negotiated,
rather than dealing with them by phone and FAX from Eastern Europe.

By law and policy, a much larger number of other U.S. Government
agencies are involved in this program than in other A.LD. programs. The
negotiation of inter-Agency transfers and appropriate monitoring by A.LD. of
other Agency programs using A.LD. funds is more easily done at the
Washington level, although clearly their work in the field must also be
monitored by the A.LD. Representatives as well.

It is imperative that our assistance be fast disbursing to show the people
of Eastern Europe that the West can move quickly to help them through their
initial hardship period. We were able to begin design and implementation of
the actual program activities almost immediately from Washington rather than
focussing instead on the lengthy process of geiting clearance and
administrative and logistical support for people in the field.

We currently have over forty people working full-time on the Eastern
Europe program in Washington, compared with ten when the program started
in 1989. That number will soon expand to over 80 positions working full-time
on the program. Many of these will be performing frequent TDYs to the field.

Regarding overseas staffing, as mentioned in our previous letter, we
have an A.LD. Representative in Warsaw who has been serving there since
August, 1990. We will be augmenting his staff by three positions and placing
A.LD. Representatives in Hungary, Czechoslovakia, Bulgaria and Romania. By
early summer they will be supplemented by Foreign Service Nationals hired at
each post. We plan to have an additional American person in Budapest as
well, subject (as are all positions) to Ambassadorial clearance.

I have mentioned previously that we will conduct a professional review
of our field staffing needs in July and every six months thereafter. We will
request additional staff any time it becomes necessary, and have done so
already even before the July review.

I hope this conveys our rationale for the management structure we have
adopted. As mentioned, we will soon have well over 80 Americans working
full-time on Eastern Europe between Washington and the field, and on
TDY—a not excessively thin total. I will keep you and your staff informed as
our plans progress.
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APPENDIX

| Other Approaches To
D PP

This appendix contains the results of a
literature review of the operations of
several bilateral and multilateral donors. The
sources for the information supplied are to be

In-Country Presence

found in the bibliography. A summary of the
interviews of other-donor representatives
which took place during the field work is
found in Appendix E.
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BMZ

CIDA

DAC
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Association of Southeast Asian
Nations

Ministry of Economic Coopera-
tion (Germany)

Caisse Centrale de Coopération
Economique (France)

Commonwealth Development
Corporation (UK)

Canadian International Devel-
opment Agency

country program review

Development Assistance Com-
mittee, Organization for Eco-
nomic Cooperation and
Development

development cooperation of-
fice (Sweden)

Directorate-General for Interna-
tional Cooperation (Netherlands)

Dutch International Develop-
ment Agency

Glossary

FAC Fonds d’Aide et de Coopéra-
tion (France)

FCO Foreign and Commonwealth
Office (UK)

FMO Netherlands Finance Company

for Developing Countries

FIE full-time equivalent, about one
staff position

GDP gross domestic product

GNP gross national product

GIZ Deutsche Gesellschaft fur

Technische Zusammenarbeit
{German technical assistance
organization)

IBRD International Bank for Recon-
struction and Development

IDA International Development
Association
IFC International Finance Corporation
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NGO

NIO

International Monetary Fund

Japan International Coopera-
tion Agency

Kreditanstalt fur Wiederaufbau
(German capital assistance
agency)

multilateral development bank
nongovernmental organization

Netherlands Investment Bank
for Developing Countries

official development assistance
or Overseas Development
Administration (UK)
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OECF

PVO

SIDA

Overseas Economic Coopera-
tion Fund (Japan)

Operations Evaluation Depart-
ment (World Bank)

private voluntary organization

Southern African Development
Coordination Conference

Swedish Internationai Develop-
ment Authority

United Nations

United Nations Development
Program

United Nations Children's
Fund
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France

Motives, Organization, Coverage,
and Program

Although no binding text setting out devel-
opment policy exists, French assistance for the
last 30 years has sought to maintain solidarity
with former French colonies, to enhance the
spread of French tanguage and culture, and to
protect French military and economic inter-
ests. To these ends, it provides large numbers
of technical cooperation personnel, weights its
program toward grants, and ties its aid almost
completely to the supply of French goods.
These objectives and apptroaches enjoy wide
acceptance, and neither the media, nor politi-
cal parties, nor social groups have much effect
on aid policy, which is largely determined by
the President of the Republic.

French assistance is administered by a be-
wildering variety of ministries and agencies
with little apparent coordination. There ap-
pear to be three separate assistance programs,
each with its own independent policies, appli-
cable to specific recipient countries depending
on the nature of their relationship with France
during the colomial period. The program
which, in organizational terms, most closely
resembies that of other nations is carried out
by the Ministry of Cooperation, having respon-
sibility for most of the capital aid grants and

D4

Selected Bilateral
Donors

technical cooperation going to the French-
speaking Black African states and others that
continue their close ties to France. It accounts
for about 30 percent of total French aid.

The Ministry of Cooperation has a full-time
staff of about 1,000, of which approximately
250 are in about 27 missions d’aide et de
coopération attached to French embassies in
recipient states. It controls the technical coop-
eration activities of more than 10,000 people
and administers the Fonds d’Aide et de
Coopération (FAC). FAC provides grants for
capital aid projects and, in some instances,
indirect funding of technical cooperation,
through financing of certain public agencies
responsible for projects.

Capital loans are not directly administered
by the Ministry of Cooperation but by the
Caisse Centrale de Coopération Economique
(CCCE)}, a relatively autonomous policymak-
ing body with its own overseas staff vnder the
general control of the Ministry of the Economy
and, when abroad, under the Ministry of Coop-
eration. CCCE, which sees itself as a bank
with a development bias, has 28 field agencies
in the developing countries. It has a staff of
about 630 at headquarters and 580 (350 locally
employed) in the field. The field offices,
which are independent and separate from the
embassies, all enjoy a large measure of auton-
omy in the projects they implement on their
owWn account.
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For aid to other independent countries not
under the jurisdiction of the Ministry of Coop-
eration and of lesser importance to France,
responsibility is divided on functional lines
between two major ministries. The Ministry
of Economy provides for loans and food aid,
and the Ministry of Foreign Affairs, through its
Directorate-General for Cultural Relations, is
responsible for technical cooperation, admin-
istering approximately 7,000 persons. For
these countries, the development program is
the responsibility of Embassy personnel, with
the Cultural, Scientific, and Technical attache
representing the Foreign Office and the com-
mercial counselor handling requests for toans.
This division of responsibility between two
ministries for capital and technical assistance
does not always lead to a coordinated progsam.

The local situation in the field mirrors that
in Paris: there is no comprehensive coopera-
tion concept, and the conflict of interests be-
tween foreign pelicy, development policy, and
external economic policy has not been re-
solved. At the embassies each policy has its
own representatives, assigned and controlled
by their respective ministry. They are subor-
dinate to the Ambassador, who wields consid-
erable power but is unable to coordinate their
activities. Consequently, local coordination
tends to be achieved through a network of per-
sonal relations with the local representatives
of other institutions and with the head offices.

French bilateral aid and techanical coopera-
tion is very highly concentrated in the educa-
tion sector, public utilities, health, and,
increasingly, in rural development. No overail
strategy seems to be necessary because the
program fends to change little from year to
year, the money allocated is fairly constant,
and pew projects tend to resemble previous
ones, either adding on to existing projects or
growing out of older ones. To the extent that
there are changes, project and program imple-
mentation respond to immediate crises and
problems instead of emerging from a particular
overall development strategy. Relatively little
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aid flows through nongovernmental organiza-
tions (NGOs).

As the French development administration
is broken down by geographical areas, sectoral
policy considerations play no more than a sub-
ordinate role. France has seldom granted sec-
toral program aid. In technical cooperation it
is trying to reduce the proportion of teachers
and increase the proportion of technical ex-
perts. In financial cooperation the various in-
struments show no sign of a common trend
toward sectoral concentration.

The French budget process addresses nei-
ther projects nor programs. Multiyear cash ap-
propriations are voted and transferred to the
implementing agencies to be disbursed as they
see fit, usually even without Finance Ministry
approval. Therefore, FAC funds are available
until used, as are the loan resources of the
Ministry of Economy. Because the CCCE
raises ils government guaranteed loan funds
from the national and international capital
markets only when a project is ready for imple-
mentation, it is not concerned with annual
appropriations. :

Retained and Delegated
Responsibilities

With the exception of Ministry of Coopera-
tion “micro projects” (which altogether total
only about $4 million), there is no local com-
mitment authority, with all projects needing to
be individually approved in Paris. The FAC
and CCCE field Missions, which in theory “re-
spond’’ to requests from local governments, in
fact play an active role in program develop-
ment. Requests for grants and technical assis-
tance are heard by an interministerial committee
chaired by the Ministry of Cooperation, and
requests for loans are heard by a committee
headed by the CCCE. This form of review has
tended to be somewhat cumberseme. Respon-
sibility for technical cooperation is more de-
centralized, with field representatives able to
suggest uses for funds on the basis of an annual
appropriation determined in Paris.
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Project planning for FAC is based on the
project ideas contained in an accord de prin-
cipe which results from biennial sessions of
the comités mixtes, composed of repre-
sentatives of the recipient country and France.
The project planning procedure proper begins
with a preparatory mission to the applicant’s
“country using local Mission or French research
personnel. The Project Directorate in Paris
prepares a program document, which is coor-
dinated with the local Mission and then con-
sidered by the policy level of the FAC
administration. The directors of the FAC
would not approve or reject a program against
the express wishes of the head of a mission de
cooperation.

Program execution in the French-speaking
African countries, where France tends to be the
dominant donor, depends on a relatively large
and generally sophisticated field network,
with large numbers of personnel. The main
task of the missions d’aide et de coopération
is to ensure that French development coopera-
tion proceeds smoothly. They are principally
responsible for programming technical coop-
eration experts and providing their administra-
tive support, planning and monitoring FAC
projects (which are, however, implemented by
the CCCE), and sustaining a development dia-
logue with recipient countries. The local Mis-
sion has the authority to redirect its funds,
consistent with the generally approved scope
of its activities.

CCCE’s loans for large projects are ipiti-
ated, in theory, by a recipient government
agency. After such a request, a feasibility
study is performed by a CCCE-Paris team with
some involvement by the in-country CCCE
staff. The feasibility study report on the loan,
if approved, sets the conditions and require-
ments for the project.

Following headquarters approval of CCCE
projects, the local office will then certify and
make ali loan disbursements either to the re-
cipieat government agency or directly to the
contractor or supplier. The local office will

also supervise and monitor the financial and
technical activities, requiring a guarterly fi-
nancial report from the recipient government
agency, and with teams of experts from Paris
occasionally making technical assistance vis-
its 1o the project site. During the implementa-
tion phase the heads of the agencies have the
power to switch funds or projects if this will
permit more rapid disbursement and more effi-
cient utilization of resources.

Assistance with capital and technical com-
ponents is generatly tied, and the in-country
staff often plays an important role in procure-

“ment. Given the colonial beritage and the long

French involvement in these countries, it is

fairly easy for the French to work in these

countries because many of the laws and proce-
dures follow the French model.

Monitoring and evaluation are little empha-
sized and are not carried out in a systematic
way. In the case of Treasury loans, it appeats
that no evaluation is done at all. The French
tend to take a skeptical view of the need for
extensive monitoring and evaluation, arguing
that it will reveal little that is not already
known by the staff. The real issue, it is argued,
is not to point out the problems but to devise
solutions, which may require considerable
time and effort. Following this reasoning, itis
considered a misdirection of energy for a
thinly stretched field staff to be involved in
extensive formal monitoring and evaluation
when they could more profitably use their time
to offset the problems that inevitably arise.

Policy dialogue as a means of increasing the
effectiveness of French development coopera-
tion is not a new instrument. The strong local
representation of all the French development
institutions ensures that the dialogue with
partners continues. The Cooperation Ministry
and CCCE also send fact-finding missions to
important partner countries to negotiate on ba-
sic development prospects. Policy dialogue
has even been institutionalized in the comités
mixtes, which meet at least every 2 years to
discuss the main features of development co-
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operation between the country concerned and
France. As France's African partners tend to
take *“‘policy dialogue™ to mean *‘policy dic-
tate” and see it as néocolonialism de la
gauche, the term is formally avoided.

France tends to be reticent where condition-
ality is concerned. Specific conditions are in-
directly imposed by the strong local French
presence. When it comes to the enforcement
of conditions, in the case of noaproject aid, for
instance, France is often inconsistent where
conditions are not observed. Conditions tend
to be imposed indirectly, during talks at the
highest level.

Federal Republic of
Germany

Motlves, Organization, Coverage,
and Program

With a limited colonial past to provide link-
ages to a set of “natural” recipients, West
Germany has opted instead for a worldwide
program, providing assistance to more than
120 nations, The German program has the
image of providing products rather than devel-
opment, tending toward high-technology pro-
jects that permit quick involvement and
withdrawal with minimum follow-up. This
tends to place unusually great responsibilities
on the recipient countries, which are expected
to provide counterparts and services and to
finance local costs.

German budgetary procedures require an-
nual parliamentary approval not only of the
maximum level of disbursements permissible
for the current budget year {cash authoriza-
tions) but also of a ceiling for authority to
enter into commitments for future years {com-
mitment authorizations). These procedures
are also strict with respect 1o transfer of pre-
viously approved funds among expenditure
categories. Commitment authorizations can
only be made in connection with specific pro-
jects which normally have a time frame of
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between 2 and 4 years, a rather low ceiling
with which to operate.

The administration of devclopment assis-
tance is characterized by a separation between
policy decision-making, which is the responsi-
bility of the Ministry of Economic Coopera-
tion (BMZ), and policy implementation, which
is the responsibility of a variety of specialized
institutions which are not part of that Minisiry.

For implementing capital assistance, the
Germans tum to the Kreditanstalt fur Wied-
eraufbau (KEW), which was originally respon-
sible for projects promoting the German
economy and export financing. Acting in its
own pame, the KfW handles both loans and
grants. Presently, about half of its staff of 600
is involved in development assistance work
without, however, any overseas representation.

.The possibility of setting uwp regional offices

has long been considered, but no final decision
has been reached. (In addition to the KfW,
some financial assistance is provided by a

" state-owned enterprise designed to support pri-

vate investment in developing countries
through equity participation and loans with
equity features.)

Technical assistance is the responsibility of
the Deutsche Gesellschaft fur Technische

- Zusammenarbeit (GTZ), whose main func-

tions include technical planning, control, and
supervision in the field of technical assistance,
provision of personnel, and procurement and
supply of equipment for technical assistance
projects. Ithas a staff of about 600, plus about
1,000 hired experts who are sent to the field in
various capacities cach year.

In addition to these two main organizations,
a variety of private and quasi-private organiza-
tions play smaller but important roles in spe-
cialized areas as channels for aid to recipients
for whom assistance from autonomous and pri-
vate institutions is more acceptable than from
the government. Germany also provides funds
to independent organizations to carry out their
own programs which in other countries would
be performed by the government assistance
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agency. Division of authority among a variety
of institutions makes it difficult to pursue an
entirely consistent policy.

Lacking permanent fuli-time overseas staff,
GTZ uses personnel on 2- to 3-year con-
tracts—frequently renewed repeatedly, and
KfW uses short-term (2 week) missions to sat-
isfy overseas tepresentational requirements.
The absence of permanent overseas staff is
compensated somewhat by the type of aid Ger-
many provides, which does not require large
numbers of on-site aid specialists and lends
itself to contracting and consultants. German
bilateral aid has traditionally concentrated on
promoting public utilities and industries in de-
veloping countries. These types of projects do
not require aid specialists so much as technical
experts needed only for the life of the projects.

Retained and Delegated
Responsibilities

In most recipient countries, the regular dip-
lomatic Missions harndle foreign assistance
matters, with virtually no decision-making
authority, regardless of whether a member of
BMZ is on the Embassy staff. The Missions
function largely as conduits to headquarters of
requests for projects identified by the recipient
country.

In some of the larger recipient countries,
members of the BMZ staff—no more than 20
worldwide—may be seconded to the Foreign
Office for a period of 3 years. The BMZ offi-
cer’s main role is to help recipients with prepa-
ration of aid requests, to assist in
implementation and fellow-up, to support
technical assistance experts, and to select
scholarship holders. This responsive approach,
while following the German principle of
“minimal intervention,”” has made it difficult
and time-consuming to develop a list of ac-
ceptable projects, a problem somewhat exacer-
bated by the lack of field personnel. Lack of
overseas staff also makes extensive prepara-
tion and follow-up of projects difficult.
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In contrast to the centralized nature of poli-
cymaking, the German assistance program dis-
perses responsibility for implementation and
depends on frequent missions rather than on a
field staff with delegated authority. For capi-
tal assistance, KfW leaves the responsibility
for impiementation to the recipient to carry out
according to agreed conditions. KfW makes
its own field investigations and submits pro-
gress reports to BMZ about once a year. After
project completion, KfW carries out a “final
check’ which focuses on technical, financial,
and banking aspects. As soon as the develop-
mental effects of the project can be seen, the
KfW carries out a thorough ““final inspection,”
which examines the economic, operational,
and social aspects of the project.

The technical assistance program assumes
an even greater recipient role in implementa-
tion. To meet its responsibilities, GTZ controls
and supervises technical cooperation projects
and makes regular reports to BMZ on the pro-
gress and results.

Partially to compensate for the absence of
in-country presence and partially to offset the
effects of its large dependence on the host
country for implementation, German aid tends
towards strict requirements and rigorous pro-
cedures, which to some appear to border on
inflexibility. This also makes it easier for de-
cisions to be made in Germany instead of in the
field.

Overseas staffing remains an unsettled issue
for ali the agencies. On the one hand, BMZ and
GTZ apparently feel the need for increased
presence in the recipient countries, but the
Ministries of Foreign Affairs and Finance bave
denied these requests on “turf,” policy, and
cost grounds. Likewise, the aid agencies
themselves are aware that overseas repre-
sentation is no panacea. It is argued that, in
many cases, the need is for highly skilled ex-
perts for a particular project not for generalist
field representatives. In addition, a lack of
colonial ties and other Third World experience
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has meant that the number of Germans skilled
in working overseas is relatively small. More-
over, the German language is not commonly
spoken in the Third World, further inhibiting
widespread congacts between Germans and re-
cipients. These factors help to explain the
German preference for short-tetm, highly tech-
nical arrangements.

The Netherlands

Motives, Organization, Coverags,
and Program

Since 1975, the Netherlands has usually
headed the DAC countries in terms of official
development assistance (ODA) as a share of
gross national product (GNP). Indeed, a par-
liamentary consensus among the major parties
that the government should spend 1.5 percent
of net national product on development coop-
eration has ensured that Dutch aid levels rise
with the growth of the economy and has spared
them from cuts at times of budget austerity.

This commitment reflects an agreement
among politicians and the general public that
combating poverty in the developing world is
a priority task for the Dutch Government, and
that both the Government's and the MDBs’
activities are worthy of confidence. Many aca-
demics, all the main political parties, and a
broad NGO community are interested in and
support development assistance.

In addition to the emphasis on poverty, other
characteristics include a focus on a limited
number of target countries {(now 10) with
which the Dutch have a continuing program, ad
hoc assistance to a larger number of countries
(up to 100), and support through multilateral
institutions to reach countries not affected by
the bilateral program. Focus on the target
couniries enablies Holland to become familiar
with recipient institutions, customs, and needs
and creates long-term cooperative relation-
ships. The program emphasizes rural and in-
dustrial development.

A.LD.’s In-Country Presence: Appendix D

Political responsibility for the program be-
longs to a Minister for Development Coopera-
tion, a cabinet minister without portfolio.
Dutch aid is, however, largely planned, con-
trolied, and implemented by the Foreign Min-
istry’s Directorate-General for International
Cooperation (DGIS). The DGIS is by far the
largest of the Foreign Ministry’s directorates-
general, but with a staff of only about 400 in
The Hague. On the other hand, a substantial
proportion of the Foreign Ministry’s staff
functions and general administration is also
devoted to development cooperation.

There is no proper budget for development
cooperation. Because the levels are fixed at
1.5 percent of net national income, that level
is projected and appropriations are then set for
the current fiscal year and the four out years.
Within that level of appropriations, allocations
are made by DGIS, including about 7 percent
for NGO activity. In principle, vnused funds
are forfeited, but in practice, until the mid-
1980s, aid funds were put into a pool for future
use. The pool grew so large, however, that the
rules were tightened to allow no more than 6
percent of unused funds to be carried over, and
then for a period not to exceed 3 years. Com-
mitments and disbursements are now moni-
tored tightly.

In the target countries, the development co-
operation administration is represented locally
by aid sections in the embassies. The three to
five staff members in each such section, usu-
ally seconded from the DGIS, are assisted by
“sectoral advisers’ in technical areas on
fixed-term contracts. There are also two de-
velopment offices, one located in Indonesia,
and the other in Surinam. For ‘‘nontarget”
countries no one is responsible for develop-
ment, with the Embassy serving largely as a
point of contact.

The Dutch have habitually contracted out
the adminisiration of many projects and pro-
grams, including not only implementation but
also identification, formulation, monitoring,
and evaiuation. Although this is consistent
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with the Dutch desire to shift responsibility for
development away from the donor to the re-
cipient, it could be argued that the Dutch have
made a virtue of necessity inasmuch as one of
the continuing characteristics of the small
Dutch development administration has been a
shortage of experts for project preparation and
supervision in DGIS and at the embassies.

This problem has been further exacerbated
by recent changes in recruitment practices.
Prior to 1987, DGIS staff could be recruited
for their expertise, experience, and affinity
with development cooperation. Since then,
following the integration of all foreign affairs
services, a unified recruitment process, which
gives preference to generalists over special-
“ists, was instituted. Selection is based on can-
didates’ potential versatility in the Ministry
and in the embassies, as their tasks will include
diplomatic, political, consular, cultural, and
trade promotion duties in addition to develop-
ment cooperation work. It is now even more
difficuit to acquire expertise. A unit of nine
advisors, with specialized knowledge in vari-
ous fields, is the only section within DGIS that
is still able to recruit specialists externally.

Two agencies complementary to but outside
DGIS play a significant role in implementing
development cooperation programs. The
Netherlands Finance Company for Developing
Countries (FMO) seeks to promote financially
viable investments that contribute to socioeco-
nomic development in some 40 less-developed
countriecs. FMO finances project and market
studies, participates in joint ventures, and as-
sists industrial enterprises and financing insti-
tutions by granting loans and providing
managerial assistance. When an enterprise no
longer needs FMO’s assistance, it withdraws
and sells its shares to local businesses. Loans
are financed with publicly guaranteed bonds,
and equity participation, technical coopera-
tion, and interest rate subsidies are financed
from the aid budget. FMO has a staff of about
60 at its headquarters in The Hague and has a
branch office in Indonesia.

D-10

The Netherlands Investment Bank for De-
veloping Countries (NIO) handles the banking
formalities for all of the loans and some of the
grants on behalf of and as prescribed by DGIS.
It has no business policy of its own. Rather, it
raises capital for certain credits, disburses the
funds, and monitors their use, much like the
British Crown Agents. It also handles bal-
ance-of-payments aid. NIO has no staff; it is
entirely owned and run by the Netherlands

- Investment Bank, in which the state bas a con-

trolling interest.

Retalned and Delegated
Responsibliities

In the target countries, project identifica-
tion, control, and monitoring have been largely
delegated from DGIS to the aid sections of
embassies. ldeas for projects or programs are
generally submitted by local institutions, by
Dutch experts in the field, or by consulting
firms and businesses. The aid sections prepare
“identification memoranda™ (containing, for
example, information on sectoral policy, the
implementing institution, other donors, the
target group, relevance to women, sociocultu-
ral aspects, and environmental compatibility).
The ¢embassies also have general authority to
commit funds to “*small embassy projects’ not
to exceed 25,000 guilders each (about
$14,000).

Annual plans for the target countries, which
outline the financial requirements in the cur-
rent year, are formulated, discussed with other
ministries, and finally approved by the Minis-
ter for Development Cooperation. They are
then discussed with the recipient countries to
ensure the transparency of the planning figures.

The Netherlands does not have any real im-
plementing institutions. Instead, a number of
third parties receive delegated implementation
authority. The idea of a Dutch International
Development Agency (DIDA) has often been
debated and emphatically endorsed particu-
larly by the aid community. The changes
made, however, have tended toward the greater
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iovolvement of private bodies (NGOs and in-
dustry) and multilateral institutions. The Gov-
ernment regards the NGOs in particular as
efficient and well managed.

In some instances, delegation is done for-
mally, such as the Joint Financing Program of
NGOs and volunteer projects, in which respon-
sibility is held by four private intermediary
organizations representing four major relig-
ious/cthical approaches o development. In
other cases, responsibilities are delegated to
universities (both Dutch and local), interna-
tional institutions, and various organizations
withia recipient countries. The intermediary
organizations may even be private contractors,
and they may be largely responsible for the
project cycle. In the future even more of the
implementation of development cooperation
measures is to be delegated to the NGOs and
subcontractors in the private sector, especially
contracting and consulting firms.

In addifion, following the principle of self-
reliance, as well as avoiding the need to build
up extensive organizations, the Dutch attempt
to make the developing country responsible for
implementation wherever possible. It appears
thatresponsibility of varying degrees has been
shifted to the recipient countries and local pri-
vate groups. Observers suggest that this has
reduced the ability of the Dutch to ensure that
their policy goals are achieved.

Responsibility for choice of goods and scrv-
ices, and the terms on which they are obtained,
is also largely that of recipients, despite the
fact that Dutch aid is partly tied. Although
consistent with the concept of self-reliance,
Dutch reluctance to help with procurement has
led to occasional difficulties for countries that
were ill equipped to bandle the complexities
involved.

Systematic evaluation of programs and pro-
jects has only recently received significant at-
tention. Although country programs are
reviewed annually at headquarters and quar-
terly progress reports are submitted on all
technical aid projects, evaluvation is still car-
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ried out informally and on an irregular basis.
Assessments are also made by an “‘inspection
unit,” which is concerned espectally with the
evaluation of development cooperation instru-

ments, and thus produces findings of a very

general nature. Financial control is also being
strengthened.

Sweden

Motives, Organization, Coverage,
and Program

Although not so radical in its orientation as
it was until the mid-1970s, Swedish aid contin-
ues to be characterized by the objective of
alleviating poverty ia the poorest countries and
by a desire 1o allow recipient countries to ex-
ercise control over their own development.
Recognizing its inability, because of limited
siaff, to provide assistance to every needy
country, Sweden has concentrated on a rela-
tively few “‘program countries,” currently 16,
with which it has long-term cooperation agree-
ments. To deal with the needs of the rest of the
developing world, Sweden— along with the
other Nordic countries—has channeled a sig-
nificant proportion of its aid resources through
UNDP, where it has long been one of the most
important donors on a per capita basis. Swe-
deun’s policy is to appropriate 1 percent of
its gross domestic product (GDP) for de-
velopment.

Despite some skepticism about its useful-
ness, aid is generally viewed favorably by a
significant majority of the Swedish public.
None of the political parties opposes aid, but
they differ somewhat in their views about
choice of program countries, about how
closely aid should support Swedish business
interests, and about the degree to which assis-
tance should depend on performance and docu-
mented need.

Responsibility for aid lies with the Minister
for Foreign Affairs, assisted by the Department
for International Development Cooperation
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within the Ministry. This department, headed
by its own Minister, with a staff of approxi-
mately 50 persons, is responsible for aid pol-
icy formulation, coordinating the aid budget
proposal with the Ministry of Finance, and
arguing the case for the budget proposal before
the Parliament. The department’s tasks in-
clude analyzing and approving proposals for
bilateral assistance which are prepared and im-
plemented by the Swedish International Devel-
opment Authority (SIDA). The Ministry is not
involved in the routines of country program-
ming, project selection, project appraisal, or
handling the project cycle.

SIDA is administratively subordinate to the
Foreign Ministry, but, in fact, is an inde-
pendent agency. It is administered by a 14-
member board of directors, appointed by the
Government and representing political parties
and NGOs. It handles the bulk of the bilateral
budget with approximately 420 staff members,
of whom 90 are posted in field offices in the
program countries.

Additional development functions created
over time were not assigned to SIDA and the
Ministry. The Swedish Agency for Interna-
tional Technical and Economic Cooperation
(BITS) undertakes technical cooperation for
nonprogram countries and handies mixed cred-
its operations. With a staff of only 16 people,
BITS manages 7 percent of the bilateral aid
budget, contracting out as much as possible of
its activities, and focuses its efforts on a lim-
ited number of middle-income countries in
Latin America and Asia. In addition, SWED-
FUND was established to provide technical
and financial sypport from the aid budget for
the promotion of Swedish direct investment.

SIDA’s annual draft budget includes country
levels, which vary little from year to year, and
funds for regional programs, humanitarian aid,
disaster relief, and NGO activity, all of which
can vary considerably. After review by the
Ministry, the budget goes to Parliament, where
a commentary is submitted on each individual
bilateral project in each program ceuntry.
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Typically the budget proposals are not modi-
fied significantly, but considerable debate in
committee ensues nevertheless. Because un-
used funds may be carried over with virtually
Bo restrictions, the specific annual budget
bears little relationship to annual disburse-
ments. Although the pipeline has approached
the annual appropriation leve! in some recent
years, the issue has been of concemn only to
those who wish to see Swedep back away
from its 1 percent of GDP commitment.

All Swedish ODA is in grant form, with a
relatively high percentage as nonproject aid.
Although some nonproject aid is allocated to
sectors, a considerable amount—especially in
Asia—is used to finance current imports.
Moreover, nonproject, sector aid is a rather
elastic category, ranging from tightly organ-
ized clusters of projects in some countries to
sector-oriented programs in others.

This concentration on import financing and
program rather than project aid partly reflects
ideology; the Swedes attempt to integrate as-
sistance as much as possible into the plan of
the recipient. It aiso partly responds to admin-
istrative imperatives: SIDA bhas found it in-
creasingly difficult to supervise a rapidly
growing aid program with a staff size that has
not been permitted to grow, and it has been
forced to find less time-consuming techniques.
Sweden’s participation in some large-scale in-
dustrial and infrastructure projects reflects an
additional response to the need to do more
despite the capacity bottlenecks; such projects
are implemented by Swedish consulting firms
and industry, instead of the SIDA bureaucracy.
Any new directives requiring staff time (such
as evaluation and monitering) face similar per-
sonnel constraints.

About 150 NGOs participate in the Swedish
aid program. Indeed, the Government's pro-
gram grew out of an aid effort initiated by the
NGO community. Today, some of these NGOs
depend on SIDA for alarge proportion of their
budgets, up to 100 percent in some cases. In
addition to the classic roles of disaster relief,
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humanitarian assistance, and cooperatives,
Swedish NGOs administer the national over-
seas volunteer service and implement aid pro-
jects in health, training, and rural development.
SIDA’s work load is correspondingly diminished.

Overseas, SIDA is represented in the major
program countries through development coop-
eration offices (DCOs), involved in helping
prepare country programs and assisting in pro-
ject preparation and implementation. They are
integrated into the local embassies, with the
head of each DCO reporting to the Ambassador
and to SIDA, but with SIDA given the right to
instruct embassies in matters within its compe-
tence. In addition to regular staff, SIDA di-
rectly employs about 250 experts under
contract for top-level advisory functions,
about 500 consultants, many of whom are
charged with the entire implementation of a
project or program, and about 200 other
advisers. '

Retained and Delegated
Responsibliities

The Swedes believe that planning, imple-
mentation, and evaluation of projects and pro-
grams ought to be the coacern and
responsibility of the developing country itself.
The recipient country is allowed considerable
latitude to control the utilization of Swedish
funds and to take responsibility for the imple-
mentation of Swedish development coopera-
tion. This simplification of requirements and
procedures facilitates the transfer of resources
and reduces SIDA staff requirements rather
dramatically.

Following the annual request from the re-
cipient country, a short (five-page) “Idea
Memo” is prepared by the DCQO in the recipi-
ent country to describe the purpose and con-
tents of the activity and to set out a plan
indicating resources required. The memo than
proceeds to the Management Committee of
SIDA. Approval in principle at this stage nor-
mally means that the project will go ahead,
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with the actual decision normally delegated to
the respective department head at SIDA or to
the Embassy.

Implementation is similarly flexible, with
details of the program and sector assistance
mainly left to the recipient government. Even
for specific projects, SIDA does not normally
take direct responsibility for implementation,
partly due to lack of staff. Semiannual or quar-
terly disbursemenils are made in advance,
rather than as payments agaiast vouchers, and
are the responsibility of the DCO. Io princi-
ple, the second payment is authorized only
after the recipient has submitied a progress
report on the activity in question, but the DCO
may authorize these disbursements without a
report, usually after an on-site inspection.
Very little tying of aid is required, and procure-
ment follows the rules of the recipient wher-
ever possible.

DCOs have the main responsibility for dia-
logue with the recipient country regarding the
program, for the preparation of documents on
which decisions on funding are based, and for
the administration of any Swedish inputs to the
programs. In addition, DCOs are usually able
to reallocate funds among different activities
during the agreement period, provided that this
is done in consultation with the recipient coun-
try and that the essential content of the pro-
gram is not changed.

Evaluation. Rigorous donor-sponsored
evaluation has not bezn characteristic of the
Swedish program. In the early 1970s SIDA
developed elaborate operational evaluation
procedures, which came to serve as a model for
several other donors. Because the prevailing
philosophy was country programming and the
recipient country was supposed to take charge
of development cooperation, it was decided
that the system should be adapted at the na-
tional level to suit the individual requirements
of each recipient government. But because
very few recipient governments were inter-
ested in undertaking such close studies of ac-
tivities just because they were supported by
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Swedish aid, very little came out of this
exercise.

SIDA very rarely terminated its contribu-
tions to projects that were inadequately sup-
ported by the recipient government. The

administrative machinery on both sides, con-

sultants and suppliers, and political expecta-
tions all gave the projects a momentum that
could not be interrupted even when responsi-
ble officials had become aware that important
preconditions for success were missing. In-
stead, remedial action was very often taken by
altering the project design, changing technol-
ogy or expertise, or otherwise changing course
and objectives so as better to take into account
the lessons learned.

By the end of the decade, however, the
Swedish media and politicians questioned the
effectiveness of Swedish aid and its role in the
poor economic performance of African coun-
try programs. They pinpointed a wide range of
aspects of suspected inefficiency, including
failure to attain such mutually inconsistent
goals as reaching the poor while giving Swed-
ish firms an inside track in competitive bid-
ding. As a result, SIDA's technical staff
became more and more wary, to the point that
an endless series of technical missions was
sent out to appraise a project when nobedy
dared make a final decision.

Attempts were made during the 1980s to
strengthen the evaluation system, even going
to the extent of appointing an Inspector Gen-
eral within the Ministry of Foreign Affairs, a
position that was subsequently abolished when
SIDA objected to that role being played by the
Ministry.

Swedish state auditors assess the effective-
ness of broad aid modes, such as the admini-
stration of import financing operations, and
recommend changes in overall procedures.
Detailed project audits are not performed. Oc-
casionally, in-depth studies of a policy nature
are commissioned by Parliament and imple-
mented over a number of months by teams of
outside experts.
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Policy Dialogue and Conditionality. In re-
cent years, and based on its own experience,
Sweden bas edged away from its traditional
reliance on recipients and acknowledges the
need to exert some influence, It still largely
eschews policy-level conditionality in favor of
conditionatity at the project or program level.
But it recognizes and supports the World
Bank/IMF role in policy dialogue and struc-
tural adiustment, preferably limited to specific
sectors and provided that there is no “‘ganging
up” on the recipient countries. In each coun-
try with a Swedish aid presence, the policy
dialogue role is delegated to the DCO.

United Kingdom

Motlves, Organization, Coverage,
and Program

Although the United Kingdom (UK) main-
tains some aid relationship with about 120
countries, about two-thirds of all bilateral as-
sistance goes to the members of the Common-
wealth to maintain and consolidate historical
ties. More than 50 percent of aid goes to the
50 poorest countries, with a special emphasis
on sub-Saharan Africa. It is convenient for
Britain’s aid image that most of the Common-
wealth countries are also among the world’s
poorest. Nevertheless, at least half of British
bilateral aid is concentrated on 10 ‘“‘pro-
gramme”’ countries, although not the same 10
all the time.

British aid seeks to pursue foreign policy
and basic developmental objectives, while giv-
ing attention to political, industrial, and com-
mercial considerations. Aid tying is widely
accepted and tends to encourage bilateral aid
to go into infrastructure, where British indus-
tries are best able to supply goods and serv-
ices. There is little interest in aid on the part
of the general public, the media, or the Parlia-
ment. Indeed, public support for foreign aid is
among the lowest in Europe. About 400 NGOs
are active in supporting development coopera-
tion, however, and they, along with some indi-
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vidual scientists, journalists, and members of
Parliament with a special interest, are success-
ful at influencing aid policy.

Aid policy theoretically rests in the hands of
the Cabinet. Parliament approves annual lev-
els of funding based on requests from the
Chancellor of the Exchequer, but these are spe-
cific only as regards multilateral aid, imstitu-
tional funding, and research and development,
Parliament knows little of the current bilateral
projects and nothing about new projects to be
funded. Aid levels have remained steady over
time, but the UK’s commitments to the Euro-
pean Community’s programs have come at the
expense of its bilateral programs, particularly
its nonproject assistance. Almost all of cur-
rent British aid is in grant form, but repay-
ments from earlier loans flow directly into the
aid program without passing through any
budget or reappropriation process.

The Overseas Development Administration
(ODA), héaded by the Minister for Overseas
Development and part of the Foreign and Com-
monwealth Office (FCO)}, is responsible for
the overall political and administrative plan-
ning and control of development cooperation
as well as for much of its implementation. The
Secretary of State for Foreign and Common-
wealth Affairs is formally responsible to Par-
liameat for the whole of FCO, including ODA.

ODA siaff is considered part of the Home
Civil Service rather than the Diplomatic Serv-
ice. The British civil service approach stresses
administration by generalists, who are re-
cruited through a central procedure for all
Ministries and Departments. Although the
staff has a reputation for administrative effi-
ciency and professionalism, there is a lack of
specialized expertise at the decision-making
level in ODA, not only in the various sectors
but also in the fields of development econom-
ics, sociology, and anthropology.

The expertise problem is also compounded
by the lack of overseas experience of many
staff members in ODA. New recruits are not
sent abroad, and more senior persons are some-
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times reluctant to go. Moreover, relatively few
positions are available, with many of those
filled by members of the diplomatic service
rather than ODA personnel. In addition to pre-
empting opportunities to develop ODA staff
expertise, this practice also reduces efficiency
because the diplomatic staff tend to have less
understanding of development and of the op-
erations of ODA than ODA staff.

In the field, responsibility for administra-
tion of the development program rests on the
British High Cominissions and embassies in
developing countrics. In important recipient
countries (¢.g., India, Kenya, Pakistan, Tanza-
nia) there is an Aid Section in the Mission.
Worldwide, the total overseas staff consists of
the equivalent of about 50 members of the
diplomatic service, plus about 30 persons from
ODA seconded to the foreign service.

In addition, ODA has five outposted depart-
ments, the Development Divisions. In order to
reduce the time for instructions to reach the
field, the divisions were created in those areas
in which a geographically proximate group of
recipients existed: Barbados (for the Carib-
bean), Fiji (the Pacific), Malawi (southern part
of Africa), Kenya (2ast Africa), and Bangkok
(Southeast Asia). Each 8-12 person team in-
cludes multidisciplinary specialist advisers in
such fields as natural resources, economics,
engineering, and education.

As the development divisions have only ad-
visory and not executive functions (except for
the Caribbean Division), establishment of
these divisions did not change the responsibili-
ties or the direct links between ODA and the
diplomatic Missions. However, it did place a
set of technically qualified advisers in a more
convenient location in the region, which
helped in understanding local realities and in
developing contacts with members of recipient
governments and other Missions. The devel-
opment divisions have a special status; they
are not responsible to any of the diplomatic
Missions for their activities because of the

D-15




regional nature of their tasks, and this has led
to some conflict between ODA and FCO.

ODA is also assisted by a variety of other
institutions including two scientific units. The
Tropical Development and Research Institute,
which works with an interdisciplinary team of
30 scientists in London and in the developing
countries, provides technical assistance in the
field of food production (pest control, process-
ing, storage, and marketing of food), and the
Land Resources Development Center, with
150 scientific staff members, specializes in
questions of physical planning and land use in
developing countries {cartography, remote
sensing, soil analysis, and plant analysis).
Other major sources of expertise include a host
of university-based research institutions.

Both scientific units prepare technical coop-
eration projects and implement them; they sup-
port and advise the relevant institutions in the
developing countries and undertake some
training activities within the framework of
technical cooperation. They receive core fi-
nancing from the research program of the ODA
budget and additional funds for individual
country-oriented tasks from the allocations of
the respective country programs.

Of the 1,700 staff members in ODA, some
1,150 work in the head office, 50 in the devel-
opment divisions, and 500 in the scientific
units.

The Crown Agents for Overseas Govern-
ments and Administrations act as financial,
professicnal, and commercial agents for some
100 governments and 300 international organi-
zations and authorities. In the field of devel-
opment cooperation they administer and
disburse all bilateral loans and grants on be-
half of ODA, and in most cooperation agree-
ments they perform many functions on behaif
of the recipient (tenders, procurement, quality
control, transport). Because about 75 percent
of British aid is tied, they ensure the applica-
tion of the tied aid rules and perform project
accounting. The staff (about 8§50 members in
the UK) is comsidered to be extraordinarily
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well qualified, even if it is not always moti-
vated by development objectives, and it com-
mands a great deal of trust in the developing
countries. Were Crown Agent staff not avail-
able in-country, the British aid program wouid
require additional staff.

The Commonwealth Development Corpora-
tion (CDC) is Britain’s official development
finance institution and makes investments
(long-term loans at competitive rates and di-
rect investments in equity capital) in produc-
tive projects in the public and private sectors
in developing countries. CDC also provides
management services to some of its invest-
ments. Aithough CDC pursues development
objectives, its projects are supposed to bring
economic retorns. CDC has projects in more
than 50 developing countries, mainly, but not
exclusively, in the African members of the
Commornwealth. CDC employs more than 500
people, 200 of them in its London office, the
rest in 20 regional and bilateral offices abroad
where they work as managers of projects or
train local staff. :

The British Council is the most itnportant
instrument of British cultural policy overseas.
It administers the numerous scholarship pro-
grams and sends English teachers to other
countries; it also advises ODA in the education
sector and, together with the Technical Educa-
tion and Training Organization for Overseas
Countries, carries out most of the technical
cooperation programs in the education sector.

In addition to this vatiety of official British
aid presence, in important recipient countries
one can expect to find a number of British
advisers and specialists assigned to the Gov-
ernment, yniversities, and the like. The Brit-
ish also subsidize the salaries of “‘British
supplemental officers”” working in recipient
governments. This level of personnel and
technical assistance reflects the colonial expe-
rience in providing aid.
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Retained and Delegated
Responsibiiities

Project ideas come from the recipient coun-
try and the local British aid staff, not from the
periodic visits of the ODA headquarters staff,
but project identification uses teams put to-
gether by both ODA and the development divi-
sions. Project appraisal is performed by such
teams, and by experts in the field and
consultants.

Although most decisions must be made in
London, the existence of the development di-
visions has helped decentralize some decision-
making as the chief diplomatic representatives
have delegated authority to approve small
capital aid projects costing less than 500,600
pounds sterling (about $900,000) or 700,000
pounds sterling (about $1.3 million) depend-
ing on the country (with the concurrence of the
development division head). The development
division can approve projects up to 1.5 million
pounds (about $2.7 million). Aill new projects
of over 1.5 million pounds must be presented
to the Projects and Evaluation Committee,
composed of the Deputy Secretary and some
Under-Secretaries, Important projects go to
the ODA Minister for decision.

Responsibility for impiementation rests
with the recipient country or with consultants,
and arrangements for monitering—including
visits from the diplomatic Mission, ODA staff,
or consultants—are arranged by the respective
ODA geographic office. The development di-
visions may also be called on to give assis-
tance. Although most diplomatic Missions do
not have aid specialists, regular diplomatic
personnel are responsible for the aid program
and involved in negotiations, programming,
and general program monitoring. Monitoring
and technical expert assistance to projects is
provided at a ‘“‘common sense¢’’ level, and is
able, with technical experts sent from London,
to address problems as they arise.

In part, this less rigorous approach may also
be explained by history; in colonial times im-
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plementation was the responsibility of the rela-
tively efficient colonial administration, which
reduced the need for outside monitoring. In
addition, the small field staff is already over-
burdened, and may often feel that formal moni-
toring procedures—ielling staff what they
already know or need not know-—are not a
productive use of their time,

Policy dialogue takas place at the sector and
subsector levels with individual countries and
on a case-by-case basis. The UK prefers to
address structural adjustment measures
through support of the multilateral develop-
ment banks, especially the World Bank.

There is an evaluation unit within ODA
whose seven members perform regular evalu-
ation of projects {intermediate and final) and
specific evaluation. They are considered to be
extremely competent in conventional evalu-
ation procedures, but have not, up to now, had
much experience in sectoral or program level
evaluation or in consideration of socioeco-
nomic aspects.

Canada

Motives, Organization, Coverage,
and Program

Canada redefined its foreign assistance
policies in 1987, The program is aimed at
helping the poorest countries and people in the
world to help themselves. Assistance is to
focus on improved access to services and op-
portunities in the areas of health care, family
planning, nutrition, education, and employ-
ment. Other development priorities and tar-
gets include structural adjustment, women, the
environment, food security, and energy. These
objectives are {0 be pursued with a view 10
advancing Canada’s political, economic, and
commercial interests as well. Nevertheless,
precedence is to be given to development pri-
orities, and only after they are met may aid
objectives take other foreign policy goals into
account.
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Foreign aid is widely supported by the Ca-
nadian public. Moreover, food aid is sup-
ported by the agriculture lobby, aid tying has
satisfied business and labor, and the large
NGO community beats the drums thanks to an
important share of assistance dollars and a
major role in delivery.

The unique Canadian contribution to the
philosophical and structural underpinnings of
an assistance program is the notion of partner-
ship. Partnership first reflects an attitude to-
ward Third World people and their
governments. More complex is the application
of that notion te relationships between Cana-
dians and Canadian organizations on the one
hand and the Government of Canada on the
other. Other partoers include multilateral in-
stitutions and MDBs.

All developing countries are considered to
be eligible for Canadian assistance, at least
through the efforts of Canada’s partners, ex-
cept for those at the higher end of the economic
spectrum and those with special political or
human rights problems. Direct food aid and
disaster assistance can be made available to all
eligible countries.

Countries are to be chosen for Canadian
bilateral assistance based on need, ability to
manage aid effectively, quality of the country’s
economic and social policies, Canada’s bilat-
eral political and economic relations, human
rights record, and commitment to broad-based
development. Commonwealth and Franco-
phone countries are to receive 65 percent of
bilateral assistance, 75 percent will go to low-
income and small island states, and 50 percent
of total ODA is 1o be split with 45 percent for
Africa, 39 percent for Asia, and 16 percent for
the Americas.

Thirty countries and regional groupings are
scheduled to receive 75 percent of all bilateral
assistance. Other countries receiving bilateral
assistance will not, in principle, receive pro-
ject assistance. They will be provided with
lines of credit for Canadian commodities.
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ODA, which is all grant, is slated to rise to 0.7
percent of GDP by 2000.

Reporting to the Secretary of State for Ex-
ternal Affairs, the Canadian International De-
velopment Agency (CIDA) handles about 75

- percent of Canadian ODA. The other 25 per-

cent is delivered to the World Bank Group
through the Department of Finance, to interna-
tional agencies through the Department of Ex-
ternal Affairs, and to four developmeént crown
corporations: the International Development
Research Centre, Petro-Canada International
Assistance Corporation, the International Cen-
tre for Ocean Development, and the Interna-
tional Centre for Human Rights and
Democratic Development.

CIDA currently has Missions of two to
seven field officers in 9 countries, with satel-
lites in 11 more. About half the professionals
come from CIDA headquarters and return there
after 2 to 3 years abroad. While at post, they
are formally members of the Department of
External Affairs, suybordinate to the Ambassa-
dor, and may be called on for diplomatic work.
{In a few cases, embassies are headed by CIDA
officials on leave.) In countries where Canada
does not have an embassy, consultants com-
missioned by CIDA or NGO representatives
monitor development assistance.

Until 1988, only about 100 of CIDA’s 1,200
employees were assigned to the field offices.
Critics of Canada’s aid program painted a
vivid picture of 1,100 aid workers at CIDA
headquarters administering just 100 Canadians
(and 200 local staff) in the Third World. This
was a somewhat distorted vision of reality, as
it did not show the thousands of Canadian
cooperants, contractors, consultants, and vol-
unteers who were overseas carrying out CIDA-
supported projects. Nor did it take into
account that more than 40 percent of CIDA's
total staff complement is involved in “‘corpo-
rate”’ matters: management, policy, public re-
lations, and, above all, accounting, personnel,
and general administration
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Retained and Delegated
Responsibilities

The Department of External Affairs selects
the development cooperation recipient coun-
tries, although the final choice is ultimately
made by the Cabinet. For the countries se-
lected, bilateral aid strategy is handled within
CIDA by means of the Country Program Re-
view (CPR), conducted every 3-5 years for the
major recipients of Canadian aid. The CPR
adopts a 20-year development horizon and a
5-year program period, although annual up-
dates are also carried out. This planning is
based on available and likely funding levels
but is not formally linked to the couniry-by-
country funding allocation process.

The CIDA decision-making processes in
Ottawa have historically been extremely hier-
archical and centralized, with overseas aid rep-
resentatives having limited decision-making
authority- and no operational responsibility.
Prior to 1988, the planning and discussion of
aid programs and projects was typically con-
ducted by visiting teams of CIDA officials and
not by the CIDA representatives in the Cana-
dian Embassy.

Direct project implementation was the re-
sponsibility of CIDA headquarters through
Canadian contractors, and overseas repre-
sentatives were primarily assigned to monitor
projects and act as troubleshooters. CIDA of-
ficials saw themselves principally as aid man-
agers, implementing the basic decisions taken
by politicians, and were considered to lack the
technical expertise to supervise complex pro-
jects. Even project evaluations were done by
CIDA headquarters, occasionally after a pre-
paratory field visit, and not by the in-country
representatives.

Canadian Aid Reform

CIDA had long been criticized within Can-
ada for its excessive centralization, which, in
turn imposed delays along the whole aid deliv-
ery process. Referral to CIDA headquarters at
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numerous stages in the bilateral decision-mak-
ing process was required, including the ap-
proval of all consulting contracts. Various
studies had shown the need for improved,
closer-to-the-action design, monitoring, and
technical support. Moreover, almost all of the
components of Canada’s new development as-
sistance program could be done well only if
there were more aid staff in the field and if they
had more decision-making authority and ad-
ministrative flexibility.

The House of Commons agreed that a large
measure of decentralization is essential—and
went one step further, declaring that addi-
tional costs to effect such a measure would be
both necessary and fully justified in order to
create a better aid program. In 1987, Canada
announced a major reform of CIDA’s strategy
and operations to meet these criticisms.

Accordingly, 117 people were transferred
from headquarters to the field, and 444 were
hired locally, including 52 program officers.
Forty positions were allocated to the Foreign
Ministry for administrative support. Four re-
gional offices were established for the South-
ern African Development Coordination
Conference, the Sahel, the Caribbean, and the
Association of Southeast Asian Nations:

To make the overseas shift of personnel
meaningful, the decentralized teams were
made responsible for country program plan-
ning, sectoral studies, project identification,
project planning and design, preject approval
up to $5 million, selection of local consultants
up to $100,000, financial management, con-
trol, monitoring and follow-up, and project
evaluation.

Nevertheless, country program planning
continued to require approval at CIDA head-
quarters, as did the selection of Canadiaa con-
sultants, Canadian procurement, personnel,
and administrative contracts. Policy formula-
tion, financial administration, and legal serv-
ices remained centralized.
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The Government planned to atlocate 50 per-
cent of aid doMNars through Canada’s Partner-
ship Program, to be channeled each year
through the following groups:

¢ Domestic and international nongovern-
mental organizations

e Nongovernmental institutions
¢ Development crown corporations

* Multiilateral organizations, including food
aid and international financial institutions

¢ Business sector

[N.B. For Canada, NGOs are churches, serv-
ice clubs, and development and relief agencies
which undertake fundraising, send volunteers,
and promote development education. Nongov-
ernmental institutions are social and educa-
tional institutions: universities and colleges,
unions and coops, professional associations,
community groups, and volunteer-sending or-
ganizations, which do not do so much fundrais-
ing as providing of expertise and services.]

Decision-making authority under the Part-
nership Program was to be decentralized. Al-
though the Government may participate in
shaping policy and programs, decision-making
power and questions of eligibility will funda-
mentally rest with the partners on the basis of
their own criteria. But monitoring, evaluation,
and audit of these programs will be carried out
to protect the interests of Canadian taxpayers
and to guide the future allocation of public
funds.

CIDA expected that decentralization of staff
and authority to the field would have the fol-
lowing benefits:

e Improved dialogue with recipient countries
e Better knowledge of the local milieu
e More relevant aid programming

e Greater local government participation
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e Shorter decision-making processes, in-
cluding speedier approvals for projects
of less than $5 million

e Better monitoring and coatrol
e Better coordination with other donors

o Increased visibility and credibility for
Canada’s aid personnel and programs

e Encouragement of continuity and long-
term economic relationships

Early reviews of the initial effects of decen-
tralization suggested that programming had
become more efficient and program quality
was being improved by reduced project design
time, better refiection of local conditions, im-
proved communication with the recipient gov-
ernment, and significantly better ability to
detect and correct problems. CIDA’s Annual
Report for 1989-1990 found that “‘administra-
tive cost increases are being more than offset
by savings in the cost of programs,” despite an
increase in administrative costs between FY 88
and FY 90 of 27 percent, from C$87.2 million
to C$111.2 million.

Further experience with decentralization re-
vealed far more frequent problems with the
concept as it was practiced by CIDA than had
been realized. The biggest source of frustra-
tion arose from the duplication of functions
arising from the failure to delegate large pro-
ject approval, Canadian consultant selection,
and contract negotiation to the field. There
was no improvement in the decision-making
times, because, with the transfer of entire pro-
ject teams overseas, nobody was left at head-
quarters with detailed knowledge of the
projects for which these functions were being
performed.

Other problems arose from the quality of
personnel chosen to go overseas; it was found
that they did not always have the broad-gauged
skills needed to function effectively. And be-
cause the embassies did the local hiring, there
were problems in classification and pay for
those hired to do CIDA’s professional work.
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The shifts into and out of Foreign Service
status for CIDA employees on field assign-
ments played havoc with career advancement,
as did the lack of meaningful jobs at headquar-
ters for those who returned from the field.

Finally, decentralization with frequent re-
ferral home at critical points in programming
and implementation increased bureaucratiza-
tion and placed too much emphasis on admin-
istrative processes al the expense of substance.
This, in turn, added to overall costs, which
some of the partners felt reduced the availabil-
ity of program funds,

As of this writing, the outcome of CIDA’s
decentralization is unclear. The most recent
Annval Report (1991) recommends that the
split in authorities must be resolved, either by
full field delegations or by recentralization of
decision-making in Canada. It also questions
whether costs have become excessive, but evi-
dence on that issue¢ has not been developed;
more cost-effective approaches to decentrali-
zation are also to be explored.

Japan

Motives, Organization, Coverage,
and Program

The Japanese aid program grew out of post-
war reparations to formerly occupied coun-
tries. It has appeared to have liitle
developmental rationale, and it does not seck to
accomplish articulated objectives, being largely
driven by Japan's political and commercial inter-
ests and desire for natural resources security. It
makes little effort to analyze the needs of re-
cipient countries or to develop an aid strategy
for them. To the extent that it provides grants
for humanitarian and development purposes
and to the extent that it has expanded its targets
beyond Asia, it has done so, some observers
believe, largely to placate the United States
and to attepuate criticisms arising from its
trade surpluses.
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Nevertheless, foreign assistance enjoys
broad public and political support. The Japa-
nese view it as a price Japan can afford to pay
to enhance international stability and peace,
and thus the steadily growing levels of aid have
not given rise to controversy. The emerging
NGO community is supportive but small and is
seeking to develop closer relationships with
the program along the lines of its European and
American counterparts. Neither the Diet nor
the media show much interest in aid, however,
except when scandals come to light. Indeed,
the aid budget as voted by the Diet is nothing
more than a set of allocations to the various
interested Ministries, leaving the bureaucracy
to determine countries, leveis, and specific ac-
tivities. There is no formal aid legislation,
such as the U.S. Foreign Assistance Act.

Japan has different aid structures according
to the form of aid. Although the ODA budget
is divided among many agencies and minis-
tries, the Ministry of Finance and the Foreign
Ministry control 90 percent of it, anid two agen-
cies disburse virtually all of it. For yen loans,
which are provided through the Overseas Eco-
nomic Cooperation Fund (OECF), at least four
ministries have a role and a veto power. In
contrast, the Foreign Ministry holds primary
responsibility for technical cooperation and, to
a limited extent, for capital grants, both of
which are provided through the Japan Interna-
tional Cooperation Agency (JICA). Foreign
policy aspects, including the making of inter-
national commitments, are handled by the For-
eign Ministry alone.

Only about 300 ministry officials of all
kinds, however, are involved in development
cooperation tasks, largely limited to policy de-
cisions. Decision documents are prepared by
the two line agencies, OECF and JICA.

The Foreign Ministry sees itself as Japan's
development aid ministry. It plays the leading
conceptual role and makes the decisions on
capital grants, technical assistance, and pay-
ments to UN agencies. This accounts for more
than 40 percent of the budget appropriations
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for development cooperation. The Foreign
Ministry is also involved in the yen loan pro-
gram, and it leads intergovernmental negotia-
tions and consultations with other donors.
Because only about 170 civil servants, spread
through eight divisions, are available for these
tasks, administration is delegated to JICA.

Financial assistance through OECF forms
the nucieus of Japanese development coopera-
tion, accounting for more than 50 percent of
bilateral ODA. Members of its staff of about
270 are expected to spend several years at one
of the 12 overseas representative offices, in-
cluding one in Washington, but in 1989 OECF
had only 36 officers stationed abroad. The
overseas offices are supposed to speed up im-
plementation of ongoing projects, but, despite
reliance on large-scale capital infrastrcture
projects which require relatively little staff ef-
fort, they are clearly overworked. The small
staff complement in Indonesia, for example,
was expected in one recent year not only to
prepare future projects but also to oversee
some 100 ongoing projects. One result has
been that OECF has experienced difficulties in
effectively disbursing funds. By 1987, its
pipeline was four times larger than its annual
disbursements.

JICA handles a package of development co-
operation programs:

e Assignment of technical assistance
experts

e Commodity procurement

o Assignment of survey teams

e Japan Overseas Cooperation Volunteers
¢ Programs in Japan for participant trainees

e Administrative duties connected with
capital grant aid

With so wide a range of activities, JICA’s
permanent staff of 900 finds itself concentrat-
ing on administration. In fact, the staff at the
Tokyo headquarters and the 38 overseas of-
fices attached to Japanese embassies (34 in
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developing countries) consists almost entirely
of administrative officials responsible to the
Foreign Ministry.

Staffing requirements at home and abroad
have become a major preoccupation in recent
years. Japan concluded that insufficient pres-
ence and resultant low visibility were among
the reasons it failed to receive recognition
from aid recipients for the dramatically in-
creased aid levels which have been provided in
the last 10 years or so. In comparing itself
with other donors, Japan found the number of
aid-related personnel in its embassies and im-
plementing agency offices in developing coun-
tries to be grossly insufficient.

In view of this light staffing, it would be
difficult to attempt to induce recipients to im-
prove economic efficiency. Japan does not try,
considering such policy influence to be med-
dling in domestic affairs. For Japan, the pur-
pose of policy dialogue with the recipient is to
avoid imposing the policy of the donor. Thus,
because policy dialogue need not be pursued
as a continuing activity, it is sufficient if its
limited purpose is accomplished through ad
hoc and annual consultations with high-level
missions sent for this purpose.

Visibility and infiuence aside, the number
of aid personnel to do the work in the Foreign
Miaistry, JICA, and the OECF has crept up-
ward very slowly, far behind the pace of quan-
titative expansion. JICA's lack of technical
competence bas become more of a problem
than ever: project design has had to be left
either to consulting firms or to specialized
Japanese ministries, whose experts must be
cailed on for project implementation. In-
creased levels were coupled with increasing
diversification of program areas, further com-
pounding the acute shortages of personnel.

As a result, JICA has expanded recruitment
and training, has begun to employ experts as
permanent staff, and has started to retrain its
permanent staff as project leaders at its Insti-
tute for International Cooperation. It is devel-
oping country specialists, expanding regional
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studies; strengthening local structures for pro-
ject identification, design, and supervision;
and implementing evaluation activities. The
process is very slow.

Retalned and Delegated
Responsibliities

Overcoming Japan's traditional emphasis
on central administration and centralized pro-
cedures is difficult. There is a heavy, continy-
ing reliance on survey groups sent from Japan
at each major peint in the aid cycle, Itis stated
policy to allow recipients to identify projects
and programs on their own. Visiting miszions
are then dispatched to respond to such aid
requests and transmit proposals to Tokyo for
approval. Only very low levels of project ap-
proval have been delegated to the field,

- This mode of reacting to requests is sup-
posed to create self-reljance. In the same vein,
Japan imposes few guidelines on how project
aid is to" be implemented, which is also sup-
posed to remain in the hands of recipient gov-
emments. Because many of these governments
lack the expertise to plan and execute the large
infrastructure projects so characteristic of
Japanese aid and because the aid staffs in the
field are so sparse and so inexperienced, re-
cipient governments turn to the Japanese pri-
vate sector for assistance.

Indeed, despite the rhetoric of reliance on
recipient governments, Japanese firms are en-
couraged to get involved. They are frequently
very active in ideotifying projects for financ-
ing and inducing recipients to request them.
They participate in both design and contract
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award and generally seek to eosure that they
will be selected for implementation. In Africa,
as a variant of this use of the private sector,
Japan turned to the British Crown Agents to
implement much of its $500 million relief pro-
gram in 1987.

The Foreign Ministry claims to complete
about 150 evaluations a year under the direc-
tion of its Economic Cooperation Evaluation
Committee, Some are done at the time of pro-
ject completion and others several years later.
Evaluations are carried out by (1) visiting mis-
sions, (2) embassy staff, or (3) contractors and
consultants. They assess whether projects have
been operated and managed properly and
whether they are fully achieving their original
objectives. Yet observers point to fairly weak
project evaluation, primarily aimed at measur-
ing cost-effectiveness, suggesting that devel-
opmental effectiveness has a lower priority for
Japan's aid bureaucracy than securing larger
aid budgets in order to meet international pres-
sure. Indeed, the burgeoning of aid levels re-
quires such efforts merely to move the
resources that quality necessarily gets short
shrift.

Following the discovery in 1986 of the ex-
tent of corruption in the Philippine program,
an attempt was made by a member of the Diet
to require audits of all overseas contracts
funded from Japanese assistance. The Foreign
Ministry rejected this proposal. Many Diet
members believe that Japan should have no
interest in how a recipient uses aid funds un-
less corruption has occurred. -
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World Bank, Including
IDA

Thc World Bank, which includes the Inter-
national Bank for Reconstruction and
Development (IBRD), the International De-
velopment Association (IDA), and the Interna-
tional Finance Corporation (IFC), is the
largest provider of development assistance
funds in the world today. In FY 1991, the
IBRD committed more than $22.6 biltion, all
in loans at about 7.7 percent, and gross dis-
bursements totaled $11.4 billion. When re-
payments are taken into account, net
disbursements were $2.1 billion. During the
same period, IDA disbursed $4.5 billion in
development credits on very concessional
terms and received repayments of 3274
million.

The World Bank pursues the most compre-
hensive program in the development assistance
arepa. Itis concerned with the development of
the sub-Saharan countries, restraining envi-
ronmental degradation, integrating women
into the development process, easing debt bur-
dens, and encouraging the private sector. It
finances projects in agriculture and rural de-
velopment, development finance, energy, in-
dustrial development, public administration,
small-scale enterprises, telecommynications,
transportation, urban development, water sup-
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Selected Multilateral
Donors

ply and sewerage, and in social services, in-
cluding education, population, health, and ou-
trition. Itis active in structural adjustment and
economic and sectoral policy reform.

Organization

All of the powers of the World Bank are held
by a Board of Governors, with a governor and
a deputy from each of the 155 member coun-
tries. For the daily conduct of affairs, how-
ever, the Board of Govemors delegates its
operational responsibilities to the Board of Ex-
ecutive Directors, each of whose 22 members
represents one or more countries. The Execo-
tive Directors act as representatives of their
constituent countries when determining policy
and passing on individual projects. They also
act as a communications link between the Bank
and the member countries. The President of
the World Bank is the CEO (as well as the
Chairman of the Board of Directors) and, un-
der the direction of the Board of Directors, is
responsible for all aspects of the Bank’s opera-
tions and its personael.

Overseas Presence

The World Bank is the archetype of a devel-
opment organization that retains all significant
staff functions at headquarters. The Bank (and
IDA, which shares the same staff and the same
procedures) performs all functions essential to
the provision of assistance through visiting
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missions. Almost all of its staff of 5,900
(1991) is based in Washington, but it has been
observed that policy-based lending requires a
greater presence in the field.

There has been a slow, but steady growth in
the number of field offices, especially in Af-
rica, where the Bank recognized the need for
greater aid coordination to help weak bureauc-
racies avoid being overwhelmed by dozens of
aid agencies. From 2 in 1955 and 9 in 1965,
the Bank’s overseas presence had grown, as of
June 30, 1991, to 44 country offices (28 in
Africa, 5 in Latin America, 8 in Asia, 2 in the
Middle East, and 1 in Eastern Europe). Italso
bad Regional Missions in Eastern Africa (Nai-
robi), Western Africa (Abidjan}, and Thailand
and offices in Paris, Geneva, and Tokyo. The
country offices are headed by Resident Repre-
sentatives, who report to and whose role is
defined by their respective Country Directors
in Washington.

Most field offices are small. They are
staffed typically with one to three profession-
als from headquarters, supplemented by staff
recruited locally. The major exceptions are the
Africa Region Missions, which contain re-
gional agricultural staff, and the couniry of-
fices in China, Bangladesh, India, and
Indonesia, with 6 to 18 headquarters profes-
stonals each as late as 1988. In Africa, al-
though the nymber of agricultural staff
assigned to the Regional Missions has recently
declined, the number of headquarters staff as-
signed to specific countries grew from 36 in
1986 to 58 in 1990.

The World Bank actively manages its over-
seas presence. It regularly reviews whether to
open, expand, contract, or close specific of-
fices, with particular atte¢ntion to the adminis-
trative cost of maintaining field presence.
Because operational activity in the field is al-
ways more costly than it is in Washington, the
Bank seeks to ensure that there will be an
increase in program quality from field expen-
diture. Where operational work such as proc-
essing loans and credits is shifted to the field
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offices, the Bank tries to reduce headquarters
work commensuratly.

Overall, however, World Bank staff in field
offices do not represent a very significant pro-
portion of its total staff. In 1988, for example,
headquarters staff overseas accounted for only
about 135 work years, and local professional
staff only about 98 work years more. Even
assuming continued growth in these numbers,
overseas staff probably still falls short of 5
percent of total Bank staff today.

No separate complement of professional
staff for overseas assignment has been created,
and individuals are selected from headquarters
for 3- to 5-year assignments. Resident Repre-
sentatives are usually assigned to the country
office for a period prior to and following the
overseas assignment. Nevertheless, these offi-
cials sometimes experience difficulty in find-
ing good positions after a period overseas.
Other problems identified include unfocused
selection criteria and little pro-active identifi-
cation of candidates, failure to anticipate va-
cancies, and inadequate training and
preparation.

For cost-effectiveness, the Bank encourages
hiring local professional and support staff.
They are paid on the UNDP scale in each coun-
try, plus 10 percent, and exception grades are
possible. They enjoy varicus employee bene-
fits, especially the payment of medical costs.

All World Bank field offices are responsible
for

e Liaison between headquarters and host
governments

« Local public relations
e Agsistance to visiting missions

e Organization and participation in Coun-
try Implementation Reviews

¢ Follow-up on debt service payments

¢ Administration of the resident Mission
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¢ Development of a local information net-
work on matters pertaining to the Bank’s
programs

In addition to these core functions, and de-
pending on the particular strategy being pur-
sued, some field offices, including the larger
‘‘operational” ones, also

¢ Contribute to the formulation of the
country assistance sirategy

e Participate substantively in various stud-
ies, engage in issues dialogues, and en-
courage follow-up

e Manage donor coordination

¢ Identify and facilitate technical assis-
tance and training

e Identify, facilitate, and monitor cofi-
nancing arrangements

o Pravide project implementation assistance

Project Development and
Implementation -

The cycle begins with the preparation of
extensive economic and sectoral analyses, by
one or more visiting missions, which provide
the framework for establishing a development
strategy. This is followed by further missions
for project identification, project appraisal, ip-
formal negotiation, supervision during imple-
mentation, and ex post evaluation. Formal
negotiation of project terms usually takes
place in Washington with the participation of
a mission from the recipient country. Projects
are approved by the Board of Directors.

In theory, the recipient government is re-
sponsible for project preparation and execu-
tion, but the Bank recognizes weaknesses in
this approach and provides considerable assis-
tance. Problems of project implementation in
transport and public utilities are related to
physical implementation and construction,
costs, and financial matters. Projects in agri-
culture and education have had problems be-
cause of staffing and management
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inadequacies. Project implementation delays
have also been recognized—although there are
no uniform standards, other than earlier expec-
tations from the design stage, that can be ap-
plied in judging whether a project should have
been completed faster than was actually the
case. Problems are brought to the attention of
borrowers by supervision missions, and cor-
rective action is recommended, but detailed
prescriptions are not provided. The Bank
finds it difficult to keep up with all of the
problems that need attention.

To get at project problems, the World Bank
relies on ex post evaluations. The Operations
Evaluaticn Department (OED) produces audits
of completed activities and studies of broader
development issues. The OED audits all ad-
justment lending operations and 40 percent of
the investment operations. It also reviews the
Project Completion Reports of the projects not
audited. In fiscal year 1991, 293 Project Com-
pletion Reports were received by the OED,
which audited 129 of them, 117 for investment
projects and 12 for adjustment operatioas.
The Bank recognizes that OED’s restriction to
ex post evaluations limits its ability to respond
to current issues, but it finds that greater value
lies in gaining perspective and thus developing
information on trends and building bypotheses
about what works in development. In 1989,
guidelines were issued requiring World Bank
staff to research relevant evaluation findings
and apply them 1o fulure operations.

UNICEF

Organization

UNICEF maintains a significant overseas
structure under the Executive Director. At the
top of the overseas hierarchy and acting as the
Executive Director’s representatives, the Re-
gional Directors function as ‘“‘senior profes-
sional colleagues™ in relation to the UNICEF
Representatives in their regions, providing
leadership, advice, coordination, supervision
of major matters, performance appraisal, and
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various advisory services. They review the
annual work plans of the Representatives in
their regions and visit offices in the region as
necessary. The Regional Directors also per-
form the functions of UNICEF Representative
in countries where they are located.

UNICEF Representatives are the principal
operational officers of the agency, responsible
for one or more countries. They are account-
able for their overall performance to the Ex-
ecutive Director through the Regional
Directors. The Representatives communicate
directly with the relevant divisions at head-
quarters as necessary for operations and follow
their functional guidance.

National suboffices or national liaison of-
fices have been established under a program
officer in some countries, closely supervised
by a UNICEF Representative located in a
neighboring country. In some larger coun-
tries, district suboffices supervised by the Rep-
resentative in the capital have been established
in provincial or district centers.

The UNICEF Representatives’ offices are
the key field units for advocacy, advice, pro-
gramming, and implementation, including lo-
gistics and evaluation. They are responsible
for the preparation of recommendations for
assistance, preparation of plans of operation,
supply lists, call-forwards of supply and non-
supply assistance, local procurement arrange-
ments, reviews of program implementation
and results, and so forth. Unique among donor
representatives, the Representatives’ offices
are also responsible for secking contributions
to UNICEF from the countries served by the
office.

A UNICEF Representative's office usually
has several program officers—international,
national, or both. The work may be divided
geographically, by country or province, or by
main program sectors. So far as possible, the
assignment of staff to an office is made to
provide it with people of different technical
backgrounds. Depending on the size of the
office, it may also have specialized staff for
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supply control, administration and finance,
and project support communications or
information,

International professional staff members in
established posts usually do 4- to 6-year tours
of duty in a field office before being reas-
signed, but exceptions may be made in hard-
ship posts. Approximately two-thirds of
UNICEF’s professional *“‘core” staff and three-
fourths of its general service staff are in offices
outside headquarters.

The “national officers™ are nationals of the
country in which they serve, doing profes-
sional work and being paid on local scales
amounting to the best prevailing rates in com-
parable posts.

Project personnel are integral components
of a UNICEF-assisted program, used (much as
A.1D. uses consultants and personal services
contractors) to perform technical functions re-
lated to a particular project, provide assistance
for a temporarily enlarged volume of work in
a country, meet requirements for projects fi-
nanced by specific purpose contributions, per-
form temporary functions that are not yet
established as being a long-term requirement,
and assist in project delivery in the field in
areas remote from UNICEF offices. The costs
of project personnel are charged to programs,
but support of such personnel is taken into
account in preparing staffing and budget esti-
mates for each office.

Retalned and Delegated
Responsibliities

Reviews of a proposed program recommen-
dation are made with the participation of rele-
vant government officials, the UNICEF
country Representative, and often with rele-
vant regional and headquarters staff, Several
reviews may be necessary, particularly if the
recommendation involves a substantial
UNICEF commitment or represents a depar-
ture from the more usval type of program ac-
tivity. The recommendation, as finally
prepared by the UNICEF Representative’s of-

D-27




fice, may be approved by headquarters in a
field review or may go to the headquarters
Program Field Services Division for a fioal
review. The ministry is notified by the
UNICEF Representative of any substantive
change in the final proposal.

Following the preparation of a program, in-
cluding a plan of operations and the approval
of UNICEF participation, the field office
draws up basic assistance lists of supplies and
cash requirements in consultation with the
ministry officials concerned. The UNICEF
Representative may, on the basis of consult-
ations with the Government, modify a basic
assistance list, shifting funds for supplies and
cash grants from one section to another in
accordance with requirements of the progress
of the program, but keeping within the total
approved commitment limits.

Field staff is also responsible for project
monitoring and problem resolution. In-coun-
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try delivery to project sites is followed and
expedited, if necessary, by UNICEF staff.
They engage in observation of supplies in use
to see that they are satisfactorily adapted to
local requirements. They may also provide
some support for the Government’s supply lo-
gistics, including warehousing, distribution,
accounting, and maintenance.

Increasingly important, however, are the ad-
visory services provided by UNICEF field
staff, involving participation by the country
Representative, supported where required by
staff from the regional office or headquarters.

UNICEF’s support to evaluation activities is
designed to assist governments in developing
and strengthening their own capacities in
monitoring and evaluation in the program ar-
eas of relevance to the needs of children and
women. A secondary and related objective is
the evaluation of UNICEF inputs.
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number of interested parties prepared

analyses of the U.S. foreign assistance
program for use by the House Forecign Affairs
Committee. Two such studies addressed the
issue of overseas presence.

The Phoenix Group proposed to design in-
country presence configurations to take a
country’s circumstances into account For the
poorest countries in which institutional and
resoutce capabilities are virtually nonexistent
{e.g., Haiti, Burma, certain African states), the
traditional Mission siructure would be re-
tained. In much of Africa, however, a regional
approach, such as those in place for the Pacific
and Caribbean Islands, could be taken, replac-
ing a number of separate Missions.

The thrust of its proposals, however, ad-
dressed the operational mode. The Phoenix
Group eavisaged that the majority of programs
would operate through binational facilities on
a model inspired by the servicie concept com-
mon in U.S. development assistance to Latin
America in the 1950s and 1960s. The princi-
pal characteristics of such an organization
would include

e Operation with an integrated binational
staff of managers and technical experts,
organized around sets of specific prob-
lems or issues that the United States and
the host country decide to address and
following priorities jointly set
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Other Possible Modes

e Costs to be shared, with the majority of
funding to come from the United States,
but with significant host-country contri-
bution to individual projects or programs

o Significant flexibility in the allocation
and use of its funds for each binational
development team

e Implementation of programs and pro-
jects largely through both U.S, and in-
digenous PVQOs, NGOs, research centers,
universities, cooperatives, unions, other
democratic institutions, and contractors

In other respects, the in-country presence
would operate largely as its does now. U.S.
team leadership would report to the principal
aid officer in each country, who in turn would
be a member of the U.S. “Country Team,”
reporting to the Ambassador. The teams
would be backed up managerially and techni-
cally by the appropriate operating divisions in
Washington. And in countries where there are
multiple U.S. programs, the principal aid offi-
cer would be responsible for orchestrating the
activities of the binational teams as well as
carrying out directly those programs not falling
within their parameters {(e.g., PL. 480 programs).

The advantages foreseen from such an ap-
proach include greater program effectiveness
and reduction of administrative costs, as
follows:
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The Americans assigned to the developmeat
teams would be of a different background
than many in Missions today. They predomi-
nantly would be technical managers, combin-
ing technical expertise with knowledge of
development project implementation. Em-
phasis in personncl would be less on pro-
grammers and money managers and more on
those with practical experi¢nce in problem-
solving, policy development, and institution-
building.

These Americans should be assigned to their
posts for longer periods than currently are
common in ALD. A five-year commitment
would be considered a minimal overscas
posting and an invoivement of up to 10 years
could be permitted when there is program-
matic justification.

The binational teams will require fewer U.S.
official personnel abroad because the host
country will provide at least one-half of the
required personnel for the teams.
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Greater use would be made of nongovern-
mental organizations, both through linkages
in the United States and in the host country.
NGOs often are best positioned to under-
stand what is required to reach the grassroots
with programs.

A Michigan State University team also ad-
dressed the future of USAID country Mis-
sions. Rather than proposing the adoption of
specific recommendations, its suggestion was
for a review in light of an anticipated shift in
emphasis to mutual benefit and cooperation.
Such review should take into consideration the
changed style and function of the programs,
the costs of maintaining personnel abroad, the
implications of modern communications tech-
nology, potential expansion of regional Mis-
sions, greater use of local expert talent, and an
expanding role for intermediate agencies. The
report noted, however, that field Missions have
been an important and distinctive aspect of
U.S. programs in the past and suggested that
their role in the 1990s and onward be reviewed
with these past contributions in mind.
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APPENDIX

K

This appendix summarizes interviews
with people other than U.S. direct hires
(USDH), Foreign Service nationals (FSN),
and personal service contractors (PSC). The
interviews were open-ended in that question-

Summary of
Interviews

naires were not used. Questionnaires were
used for USDH, FSN, and PSCs and the re-
sponses were tabulated and analyzed as the
basis for preparing sections 2 and 3 of the
assessment.
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wo recurring themes were present

throughout the interviews with other bi-
lateral and multilateral donors: A.LD. is to be
envied the technically competent and influen-
tial staff in-country; and A.I.D.’s large pres-
ence can overwhelm weak or highly dependent
recipient-country governments and can lead to
directions not perceived to be in the interest of
the country or its people. Most donors would
like to emulate our large in-country presence
to some extent and feel that they need more
people working for them, whether locally
hired or from their own ranks, but usually not
to the degree A.LD. does. There was muted
criticism from a number of donors, particu-
larly in sophisticated countries such as Indo-
nesia and Pakistan, that we do not rely more
on locally hired expertise.

Smaller presences of bilateral donors, such
as Japan, Germany, and Canada, emphasize
their global goals and outlays and allow local
private or host-counfry government entities or
international organizations to manage the tech-
nical aspects of many projects they fund. They
tend to believe they lose some credibility with
their own governments and citizens because
there is an absolute reduction in accountability
from reduced in-country presence, but believe
this is offset by the vastly reduced cost to their
own treasurics of enlarged staffs. They also
find the sectors in which they can engage se-
verely reduced because they cannot field suffi-
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1 Interviews With
Other Donors

cient personnel to manage and monitor more
than a few. Bilateral donors differ greatly in
the sectors they choose to work in and the style
of management they employ.

The multilateral donors are more “of a
kind.” The World Bank model, mainly project
assistance or structural adjustment loans im-
plemented solely by the host country and
funded only when broad economic policy
guidelines are met by the govemment, cer-
tainly has its advocates. Problems with the
method of determining whether conditions for
development are sufficiently policy-correct
(made by visiting teams which “touch down”
semiannually or even annually and for short
periods of time) are identified by all, even the
Bank Representatives themselves. However,
the identified benefit of improved institutional
capability on the ground is cited by many as
better than A.1.D.’s more paternalistic and
chauvinistic approach—that is, fielding U.S.
experts as more ioformed development spe-
cialists than can possibly be found or devel-
oped in the host country., The World Bank
Representative in Bolivia described its ap-
proach as giving the host country a chance to
“‘grow up or we take the money away.”

The United Nations Development Program
(UNDP) considers the presence of its own staff
to be critical to achieving its goals, much more
so than the Bank, which usually has only one
direct Bank employee assigned from headquar-
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ters in-country and prefers to staff its posi-
tions with nationals from the host country, or
at least the region. Although UNDP’s in-coun-
try presence is considerably smaltler than that
of ALD, it considers it to be ‘‘substantial
presence” and necessary for the implementa-
tion of its development programs. In Pakistan,
the Resident Representative stated that maxi-
mum use of technically well-qualified indige-
nous staff was desirable and enabled UNDP to
correct its directions to more appropriate goals
for the recipient country, He faulted the A.LD.
penchant for staffing its Missions with a large,
professional American staff, wbich he said
caused considerable resentment from sophisti-
cated host-country personnel who have the
technical expertise needed in development
programs. Although he found some downside
in staffing almost entirely with local staff
{e.g., needing to remain vigilant that personal
and familial motives do not overtake instity-
tional ones in program decision-making), he
deemed this a minor disadvantage outweighed
by the extraordinary advantages gained: *I
have five Pakistani program officers and they
can do things [ wouldn’t dream of having ex-
perts do.”

Both muitilateral and bilateral donors in the
interview mix allowed that they rely (to differ-
ing degrees) on A.L.D.’s highly informed and
technically qualified staff to assist them in
judging the “on-the-ground situation™ and the
sometimes hidden agenda of the host-country
government. Also, to varying degrees, they all
collaborate with A.I.D. in programs where
there is mutuality of effort and direction.
However, there was concern among some that
host-country govemments can conclude that
the donor community is collusive, and that the
donors’ reliance on each other could be detri-
mental to the overall development goals of the
country. Although this concern created a cer-
tain amount of caution among donors, there
continued to be considerable reliance on
A.1.D.s usually superior information base.

The Inter-American Development Bank’s
Representative in Honduras called A.LD.’s po-
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sition “‘front runnership,”” while the German
Development Director in the same country
said: “No one¢ here is better informed than the
Americans. They have the best contacts, most
influence, and closest relationship to the Hon-
duran Government.” On the other hand, CIDA
(Canadian International Development Agency)
Bolivia warned that it is “perhaps dangerous
for USAID to be too big and rely insufficiently
on the knowledge of other donors. USAID is
the big boy on the block.” In one opinion,
‘““under the cloak of sharing, there is the feeling
that the U.S. view must prevail.” All agreed,
bowever, that donor work is human and to err
is a human frailty, and that, while good-faith
efforts are made to increase donor collabora-
tion, efforts are frequently blocked by “great
competition among donors.”

When queried about the sufficiency of the
size of their own staff, other donors split down
the middle. About half stated that their devel-
opment goals were met with considerably
smaller staffs than A I.D. considers necessary,
but some noted that this was usually because

“their goal involved the building of indigenous

institutional capacity or improved economic
policies by the government. The other half
believed they were at least hampered in accom-
plishing theis goals because of understaffing.
Most felt that they could get the specialized
expertise necessary from either the local com-
munity or through international consultancies.
Many felt, however, that A.1.D. has a real ad-
vantage in technological terms, with the luxury
of staffing its Missions with American techni-
cal specialists.

Most of the other donors, including the
banks, which support far less technical assis-
tance than the bilaterals and UNDP, admire
and even envy A.LD’s capability to field the
whole gamut of technical project assistance
with exceptional levels of expert oversight on
staff. A World Bank Representative in a very
underdeveloped country said the Bank under-
values the in-country presence of highly
skilled technical personnel such as AILD.s, a
resource he relies heavily on. However, some
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described the fulsome project portfolios tradi-
tionally managed by ALD. as 100 expansive
and expensive, resulting in too little ‘‘bang for
the buck.” One of the PVOs noted that the
value of the large in-country presence is very
dependent on personalities. The AMIDEAST
Representative in Morocco stated that there are
technically sound, language-proficient, nonbi-
ased, thinking people assigned some places;
and then there are the others. The Deputy
Resident Representative for the Japan Interna-
tional Cooperation Agency in Pakistan said
that Pakistan, one of the most sophisticated
countries visited, could not effectively absorb
many large-scale projects in a diverse portfo-
lio. The Catholic Relief Service Repre-
sentative in Senegal stated that the total outlay
of funds and personnel would lead one to ex-
pect AL.D. to be on the leading edge, but that
he personally did not see the payoff. All said
they would like to be involved in path-break-
ing efforts in development but that they and
their organizations were not, and many averred
that neither was A.1.D,

Every donor interviewed indicated that ex-
tensive efforts to provide for full account-
ability of funds were made by their
organizations and by them personally. Many
had horror stories of donors who had been
humiliated by publicly divulged defrauding of
their organization, and shuddered to think it
could happen to them. However, all admitted
to some inability to control the process and
some failure to avoid waste and, sometimes,
fraud. Given an option, they would increase
their own capacity to account for all funds
expended by their organizations. They alsq,
however, agreed that A.LD. probably goes too
far in attempting to achieve full accountability
in environments where deveioped country
standards are presently unachievable. One do-
nor acknowledged that, with the accountability
requirements laid or A.1.D., the Missions
could never be trimmed down and the large
staffs could never be reduced. They uniformly
believed that the A.LD. requirements, per-

ceived of as headquarters-imposed, were ex-
cessive and counterproductive.

All of the wmultilateral donors interviewed
indicated that they were actively invoived in
policy dialogue with the governments in the
countries where they were serving. Most of
the bilateral donors said that they left policy
dialogue to the Embassy and the Ambassador,
although some felt that they were instrumenta!
in identifying the critical issues where such
dizlogue was necessary. Intriguingly, the
Counselor for Development Cooperation of
the Royal Netherlands Embassy in Indonesia
said that he was very actively involved in both
the identification of issues and the dialogue
itself. In two of the priority project areas
where the Dutch emphasize policy reform, en-
vironment and poverty reduction impact on
women, they consider that their own influence
may be greater than that of much larger donors,
such as the United States and Germany.

The multilaterals and A.LD. achieve their
development goals through policy dialogue us-
ing both collegiality and conditionality. In In-
donesia, credit was given, by at least one
donor, more to the advanced thinking and ma-
turity of the Indonesian Government than to
any extraordinary influence of donors. In
Honduras, credit is given largely to U.S. influ-
ence, due both to our commitment to remain-
ing im the country during difficult and
dangerous periods and our tenacity in exerting
influence over Honduran officials, an ap-

proach described by one bilateral as “‘self-

righteous, pushy, and intrusive,” The World
Bank relies heavily on policy reform imple-
mentation as a condition of its assistance, Al-
though many other donors believe that the
Bank’s minimal presence in-country limits its
ability to actually assess the reality of the pol-
icy reform, most of those interviewed acknow-
ledged it as having the greatest impact of any
donor in this area. Most multilaterals, as well
as ALD., believe that their efforts at policy
reform through continuous dialogue are effec-
tive, more so in some countries than in othess.
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No otber bilateral donor is as saddled as
A.LD. with the level of policy direction and
day-to-day management of donor programs by
its governmental legislative body. Most are
appalled at the level of “interference’ experi-
enced by A L.D. in its operations, both through
earmarks and specific directions which be-
come part of the auvthorizing bills of the U.S.
program. Maultilateral donors experience
some degree of direction from their governing
bodies, but most have different mandates than
the bilaterals, and none believed it was as hin-
dered in actually achieving sustained interna-
tional development in situ as A.LD by its very
parent, the legislature.

The entire donor community appeared to
hold A.LD. in a certain amount of awe because
it could field large staffs of such high caliber
and dedication, Many consider this an abse-
lute luxury in troubled economic times, but
many would also like the opportunity to man-
age their programs with a level of expertise
and competence approaching that achieved by
A1D. Some found the resource mismanaged
{wasting bighly technical staff on mundane or
bureaucratic tasks) and some found it heavy-
handed vis-a-vis both the host country and
themselves—the chauvinistic approach that
‘“WE have the tendency 1o decide what THEY
should have, not find out what THEY nced™
(CIDA Representative, Morocco). In some
countries A.I.D.’s informational superiority
and collaborative style was or had been detri-
mentalfy affected by poor Mission manage-
ment. In one country, one donor representative
said that this genre of leadership had perme-
ated the Mission and caused deterioration of
relationships within the donor community. In
Bolivia, a lack of coordination led ALD. to
build a road that UNDCP recommended
against, and the immediate use of the road was
as a Janding field for coca distributors, thereby
aid¢ing and abetting the drug traffic we were
bent on eliminating,

But all gave high marks to A.LD. for its
ability to field the technical competence to
design far more refined interventions for se-

A.LD.’s In-Country Presence: Appendix E

vere development problems in the host coun-
tries than can the other donors. Some noted
and rued the perceived shift from staifs of
strong technical personnel to those of admin-
istrative and financial oversight personnel, but
understood the imposed requirement for in-
creased accountability and were feeling some
of that themselves. A number of donors sug-
gested that adopting inflexible formulas for
determining A.LD. field Mission size would be
counterproductive and that the development
challenge of the country and its indigenous
talent must be taken into consideration. The
donor community values the contribution
made by A.LD. throughout the latter part of
this century.

Interviewed in this study were the following:

Bolivia:
World Bank, Representative
Canadian International Development
Agency, Representative
Inter-American Development Bank, Dep-
uty Director
UNDCP, Representative

Costa Rica:
Inter-American Development Bank,
Acting Director

Guinea: .
World Bank, Resident Representative
Canadian Embassy, Charge d' Affaires
French Caisse Centrale de 1a Coopération,
Director

Honduras:
Inter-American Development Bank,
Director .
UNDP, Resident Representative
Canadian International Development Agency,
Director
German Embassy, Deputy Chief of Mission
Japanese Embassy, Ambassador

Indonesia;
Asian Development Bank, Chief
World Bank, Resident Representative
Canadian International Development Agency,
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Director

Royal Netherlands Embassy, Counselor for
Development Cooperation

Embassy of Japan, First Secretary
Harvard Institute for International Devel-
opment, Representative

Kenya:

World Bank, Resident Representative
UNDP, Resident Representative

Canadian High Commissioner

Japanese Embassy, Loan Assistance Officer
European Economic Community, Rural
Development Officer

Morocco:

World Bank, Division Director, Population
and Human Resources

UNDP, Resident Representative

German Embassy, Cooperation Coordinator
Canadian International Development Agency,
Director

Japanese International Cooperation Agency,
Representative

French Caisse Centrale de la Coopération,
Director
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Pakistan:

World Bank, Deputy Resident Representative
UNICEEF, Representative

UNDP, Resident Representative

European Economic Community, Chief of
Delegation

Japanese laternational Cooperation Agency,
Deputy Resident Representative

Canadian International Development Agency,
Director

GTZ (German technical assistance organi-
zation), Representative

WINROCK, Representative

Senegal:

World Bank, Resident Representative
UNDP, Deputy Resident Representative
German GTZ, Commercial Attache
Japanese International Cooperation Agency,
Resident Representative

Canadian Embassy, Counselor for Cooperation

Uganda:

World Bank, Resident Representative
UNDP, Deputy Resident Representative
British Deputy High Commissioner
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Introduction

uring August 1991, the assessment team

interviewed experienced Agency man-
agers and Geographic Bureau Assistant Ad-
ministrators or Deputy Assistant
Administrators to review the justification and
rationale for the in-country presence configu-
rations currently employed in A.LD. (See list
of interviewees at the end of this section.)
These interviews confirmed much of what was
known about the benefits of in-country pres-
ence. In addition, however, there were many
suggestions about how that presence could be
made more effective for the accomplishment
of the Agency’s objectives. The collective per-
ceptions of A.LD.'s effectiveness compared
with that of other donors were also recorded.

Advantages Derived by
the U.S. Government
From In-Country
Presence

Most of the interviewees would subscribe to
the observation of one of them that in-country
presence provides “‘an incomparable leg up on
any other donor in the world.” Our field pres-
ence is unique. The advantages cited covered
a broad field:

A.LD.'s In-Country Presence: Appendix E

Interviews With
Senior A.LLD./W Staff

Political

Recipient countries regard our being there
as a kind of statement of approval of them, To
be present in-country is an expression of our
interest in their well-being and a sign of our
good will. Contact with Americans is encour-
aped and opportunitics to spread the “‘mes-
sage” are expanded somewhat. The
advancement of U.S. foreign policy objectives is
thus enhanced. o

In-country presence allows development is-
sues to play a greater role in U.S. foreign
policy than they would without presence. This
is perfectly consonant with AID.s roie in
support of U.S. interests; these include eco-
nomic development and the encouragement of
democratic societies. And it tends to push the
State Department to look beyond short-term
political objectives.

Policy Dialoguse and Strategy
Formulation

Many believe that our policy dialogue is
more productive because we maintain personal
and professional relationships with host-gov-
ernment officials and with the society at large
at many levels on a day-to-day basis. Such
daily involvement is what really moves policy.
The detailed nature of our policy dialogue as
well, including such topics as democracy in-
itiatives and family planning, could not be pur-
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sued without a sustained, coordinated U.S.
Government approach, which requires an
A.LD. in-country presence.

Moreover, to be effective in policy dialogue
requires political and cultural sensitivity. We
must know the pressure points and the deci-
sion-makers. And we must know who thinks
what. Regular two-way communication
should make greater understanding possible.

Principal officers and division chiefs are
important to an effective dialogue process.
The “troops’ meet at a lower level, but their
analyses provide substantive inputs to the
process. To be effective, dialogue must be on
a personal level.

Perhaps the greatest advantage is realized at
the time of the preparation of the country de-
velopment strategy statement (CDSS).

Program and Profect
Implementation

Familiarity with the local environment, cou-
pled with the authorities of Missions to make
design and implementation decisions, im-
proves the quality of our projects and pro-
grams. Host-country officials are more
willing to work on implementation issues with
those they know are able to make decisions on
the spot.

Regular review of what we are doing pro-
vides for constant testing of our portfolio
against the environment. We are thus able to
enjoy the advantages of rolling design. But we
cannot make these adjustments to changes in
host-country government priorities unless we
are on the ground to catch the environmental
shifts. Being on the ground does not guarantee
our ability to adapt; if we were not there, we
surely could not.

‘The World Bank, for example, has no capac-
ity to change; once it starts down a path, it
stays on it to the end. If we had the resources
of the World Bank, maybe it wouldn't matter
so much if we did not adapt so readily, but we

don’t have resources on that scale. The need
to husband our resources thus both improves
guality and coniributes to cost savings through
the avoidance of wasteful pursuit of lower pri-
ority objectives, or objectives which become
of lower priority through changes in host-
country priorities. (Some believe that these
more than offset the added operating expense
cost of in-country presence.)

We are also able to take speedier implemen-
tation actions despite the inefficiencies of our
cumbersome processes. A.1.D./W manage-
ment is “‘top-heavy and overburdened’’ com-
pared with field posts operating under
delegations of authority, Moreover, in some of
the program arecas where Missions operate,
Washington cannot help because all the exper-
tise is in the field. Our pipelines are generally
shorter than those of other donors. Procure-
ment is better and cheaper, thanks to hands-on
involvement.

The ability to monitor projects is enhanced.
This permits us to identify problems before
they become scandals. We are able to move
commodities through customs expeditiocusly
and without paying bribes.

In some places, the host country’s ability to
implement is so slight that a great deal of
hand-helding is required. Our in-country
presence permits us to rely less on bost-coun-
try services.

Local Knowledge

“In-country presence is the strongest piece
of our comparative advantage.” QOur Mission
Directors and USDH staff, not the World Bank
Representatives, are the omes called upon to
brief other donors and multilateral develop-
ment bank (MDB) representatives. A.ILD.
field Missions provide a resource for other
donors.

We are able to tailor our programs to local
conditions as opposed to attempting to repli-
cate a developed-country model.
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We integrate our activities into host-country
planning, budpeting, and maintenance sys-
fems. And we can work with local problems
on a long-term basis.

Advising

Our people act like a technical assistance
(TA) team providing direct advice and guid-
ance to bost-country officials; we deliver our
advice, not just our money,

Qualifications
Expressed

Many questioned whether we were really
obtaining all the advantages we claim every-
where. If, for example, our people are tied to
their desks, they don’t particularly need to be
in the ficld to manage their projects. Indeed,
while some presence may be necessary to deal
with the problems which inevitably arise, per-
haps the size of our presence may be too great,
the value of presence may well diminish after
the first five core USDH personnel. We tlie
down people in “bean-counting duties.”

Others questioned whether we had much
comparative advantage when our real purpose
was simply the delivery of inputs, as appears
to be the case in countries where our aid is
given for political purposes and in countries
that are sufficiently advanced to do their own
development. Where we are not focused on
outputs and meeting development objectives,
we are losing the advantages of in-country
presence because we then act only like a trade
or resource transfer agency.

Our in-country presence also contributes to
a tendency to clientitis—josing sight of both
the U.S. interest and A.LD. policy. On the
other band, we sometimes substitute our think-
ing for that of the host country, leading to the
identification and design of projects which are
peripheral to the host country’s primary devel-
opment efforts.

A.LD.’s In-Country Presence: Appendix E

Overseas staff become isolated from major
trends in development thinking. In small Mis-
sions staffed with relatively junior officers, it
becomes harg to break out of a mold. Itis also
difficult in such Missions to apply A.LD.s
complicated rules, which often require inter-
pretation by more experienced personnel.

Because in-country presence personnel
must deal with so many issues in each day, they
are less efficient than TDYers who can focus
their time entirely on the work they were sent
to do.

Under current practice, our best people are
in the most attractive, rather than the most
challenging, places and focus their efforts on
vulnerability rather than development ques-
tions, thus losing the application of our most
competent development talents to our most
pressing development problems.

A number of comments were made about the
ways in-country presence levels are distorted:

e *“The structure of your money moves you
toward your Mission.” Because func-
tional account limitations may make it
impossible to meet annual funding tar-
gets, Mission Directors, in order to main-
tain annual aid ievels, will take money
from other accounts and create projects
and programs in new sectors. These, in
turn, dictate the need for new Mission
structures. Ambassadors also want lev-
els to be maintained. Congressional ear-
marks have the same effect.

e In-country presence, combined with the
forces driving structural complexity,
leads to diffuse programs. This dilutes
the capacity to focus on the most impor-
tant issues.

¢ Projects tend to follow the personnel
skills available in the Mission, rather
_ than the real needs of the host country.

e A.ID.s various constituencies want us
to undertake their programs wherever
possible. If we succumb to their wishes
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through lack of focus on our objectives,
Mission size and composition are
affected.

Although congressional requirements and
rules of accountability require an in-country
presence, the auditors and inspectors do not
need to be overseas. There is some question
about how much of our in-country preseace is
motivated by a fear of what may go wrong.
But we do not take advantage of our in-country
presence to address vulnerability by doing bet-
ter up-front assessments; rather, we focus on
blame-pinning after the fact. Moreover, in try-
ing to reduce financial risk, we may be going
toward reducing programmatic risk as well.
To get full advantage from our in-country pres-
ence, entrepreseurship and risk-taking should
be encouraged.

Alternatives

The most vigorous supporters of in-country
presence claimed there were no alternatives.

Regional Staff and Regional
Missions

The idea of siting staff regionally received
widespread support. The solutions evoked ran
the gamut. At one extreme was the Mauri-
tius/Seychelles example, where there is no
resident staff and all necessary services are
provided from REDSO/ESA. Others thought
that lower in-country presence would be pos-
sible if there were strong regional support,
suggesting that there was room for creating
more REDSOs, not only in Africa, but, per-
haps, also in Asia. LAC uses legal and con-
tracting officers assigned to specific Missions
but with regional responsibility, which they
think works well, but Africa’s attempts to fol-
low that model have not been successful. [A
caveat was expressed on the use of REDSOs:
they cannot meet the level of requests for their
services.]

' Regional Missions can be A.1D./W-based
or field-based. EUR is the model of an
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A.L.D./W-based Mission. With authority dele-
gated to the Mission Director in A.ILD./W and
only an A.I.D. Representative and four USDH
and FSNs in-country, it is possible to send
project managers on TDY from A.LD./W. Itis
expected that about one-third of the 75-person
staff at the A 1.D./W-based Mission will be on
TDY at any given time. '

Locally Available Staff

Another recurrent theme was the possibility
of relying more heavily on non-USDH staff,
particularly host-country nationals, for project
management and controller functions and as
economists. The question is whether a heavy
U.S. presence is really needed. We could fol-
low the model of U.S. companies and, where
they are fully qualified, use host-country na-
tionals. Of course, we will have to confront
the obstacle of adequate pay; Embassies will
not allow us to pay qualified host-country na-
tionals competitively. Moreover, we no longer
have a monopoly on knowledge and technol-
0gy to be transferred; we have succeeded in
transferring it in many places, so many quali-
fied individuals are available.

We will have to deal with the allegations of
the Inspector General (IG) that they will “steal
us blind” because they do not have the same
ethical sense. Obviously we cannot use FSNs
unthinkingly; their quality is variable. The
ones you do hire must be trained in expected
behavior and ethics. But there should be no
doubt that host-country nationals can repre-
sent the U.S. Government at ail but the bighest
policy levels.

Where we cut back on 1).8. presence and
rely on host-country nationals, we will need
support from a REDSO-type repository of
highly skilled technical specialists, nearby and
on-call, as, for example, a university could
offer. Such expertise would serve to question
assumptions, to verify technical viability, and
to support and keep current the host-country
nationals in the Missions. '
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More TDYs

Consistent with these thoughts, consider-
able attention was given to greater use of TDY
visits. A skilled and experienced senior offi-
cer, assigned alone, with TDY assistance and
contractors based locatly, can move cash re-
sources, commodities, and food, and can even
program and deliver TA. Asia Bureau has pre-
ferred to use TDY's from A.1.D./W rather than
from within the region. LAC will send project
development officers from A.ILD./W as its
Missions get smaller. Experience shows that
if a highly skilled person comes on TDY regu-
larly and enjoys good FSN support, he or she
can enjoy plenty of access to the host country,
even at the highest levels.

Economics, legal, project development, and

design work can all be done by A.LD./W-based
staff with frequent TDYs. We should be pre-
pared to do more small-country programs with
teams in and out.

On the other hand, extensive reliance on
TDY visits has certain psychological and mo-
rale costs. Not many people would be TDY
junkies willing to travel so frequently. Per-
haps World Bank-type incentives (first class
travel, periodic travel for the spouse) would
make such travel more acceptable,

Leaner Missions

All discussion of leaner Missions leads to
concerns about our level of accountability. Al-
though many believe we should be able to es-
tablish an acceptable level of risk, we are being
“driven” by a “pernicious IG.”" The following
ideas emerged nevertheless.

TDY support for program start-up is needed
for legal, Food for Peace, contracting, finan-
cial management, and design. Once the pro-
gram is yp and running, less support is
required. If this kind of staff is not permanent,
Mission leadership can spend more time on
substance because the supervisory function is
so vastly reduced. FAX, E-mail, and confer-
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ence calls should make even more long-dis-
tance involvement possible,

Specific kinds of personnel were cited.
Comments inciuded: We do not need lawyers
and contracting officers at post. There has
been an unnecessary transfer of these kinds of
support functions to the Missions. Half the
stuff which goes through a lawyer overseas
does not need to do so, We pay professional
FSOs to know how to do their jobs and to take
risks. Particular resident staff is not really
necessary for Missions to exercise their dele-
gations of authority. The needed expertise can
be supplied by TDY.

The Madagascar experience demonstrated
that it was possible to have a program of
mostly projects and nonproject assistance,
with a little food aid, at a $25-30 million level,
with only two officers, provided there was
regular REDSO support, buy-ins were avail-
able, qualified host-country nationals helped,
and everyone was motivated. At most, it
should have been possible to keep staff level at
three to four USDH.

The Philippines has instituted a perform-
ance-based programming system that requires
advance agreement ot what the host country
will do and provides for regular payments
when agreed results are achieved. This is less
staff-intensive than classic A.LD. projects.

We need a cadre (core) of senior-level stra-
tegic thinkers in each Mission to (1) translate
A.1D, to the host-country government and to
the Ambassador and (2) to translate political
understanding. (These people must be savvy
enough to “‘keep State at bay” and ensure a
development impact.} We need a minimum of
one USDH in each Mission office, but it need
not be the chief,

You need more than a core in each country,
but how many more is not clear. The core
keeps the operation running, but others are
needed to “float around.”” We could do with
fewer staff if assigned personnel could concen-
trate on delivery rather than process.
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We could reduce staff needs if we con-
sciously simplified what we do: documents
and regulations should be easier to prepare and
understand; the Handbooks should be rewrit-
ten and simplified; procurement regulations
should be simplified and the reliance on judg-
ment and interpretation diminished; contract
formats could be developed that would require
only checkmarks in the appropriate boxes.
Project documentation should no longer have
to argue why a project should be done when it
has already been approved.

“*Give up the small stand-alone project with
little bang for the buck.”” Of course, Congress
loves them, since they are so visible and
visitable.

If USDH staff did not grow very large, sup-
port staff for them in the form of executive
officers and controllers would not be neces-
sary. It is possible to off-load work, especially
management work, to host-country institu-
tions, which are increasingly able to receive it.
There are vulnerability guestions, but they can
be addressed.

We will continue to need auditors and
evaluators, but they need not be nearby. Their
availability alone permits us to empbasize re-
sults.

One-Person Operations

The advanced developing country concept is
a good one and can be used eisewhere. LAC
experience is that the A.1.D. representatives
need more focus, since they tend to go for a
piece of whatever comes along.

We must put our best people in countries
where the development priorities are the high-
est. Where we are present only for political
purposes, one officer is or should be enough.

We should have the capacity to put one per-
son out there doing a cash transfer to deal with
a single target; every in-country presence does
not have to do every kind of project.
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Zero-Person Operations

In Portugal and Ireland, we use foundations.
In Portugal, the dollars go to the Government
for debt payments; the Government then turns
over the local currency equivalent to a founda-
tion for implementation. In Ireland, the grant
is directly to a foundation and thus requires
more oversight.

Effectiveness
Compared With
Other Donors

Most people thought that, in otne way or
another, we were more effective, especially in
terms of greater speed and efficiency. Others
thought that becanse we had fewer cost over-
Tuns our projects were less costly than those of
other donors. Some were not so sure of any of
these propositions, questioning whether there
were not so many variables as to make com-
parisons impossible.

Although we are certainly more knowledge-
able about conditions in the country, to the
extent that even Worid Bank technical teams
rely more on our field offices than their own,
nobody knows whether this translates into
greater effectiveness.

Compared with us, World Bank teams do not
know what is going on and do not know whom
to talk to. It is true that when Bank teams
arrive, host-country officials drop everything,
but then those officials do not describe reality,
and the teams may not realize that. Moreover,
the Bank does not monitor regularly, so its TA
teams have nobody to turn to in order to get
things fixed. And its technical staff is not of
high quality because the former colonial offi-
cers with their vast experience are retiring and
being replaced by financial analysts and
macroeconomists.

The regional MDBs, especially the Asian
Development Bank, are considered “entitle-
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ments’’ by both donors and recipients, though
progress on substantive concerns was reported.

Japanese aid was seen variously as both tre-
mendously effective in supporting its own
commercial and economic interests and unable
to pay attention to development issues.

List of A.1.D./W
Interviewees

Richard E. Bissell, AA/S&T
Peter J. Bloom, LAC/DR
.Margaret I. Bonner, AAA/AFR
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Anthony J. Cauterucci, FA/HRDM

Richard A. Cobb, AFR/TR
Ann Dotherow, MS/MS/OM
Howard M. Fry, GC

Robert Hechtman, OPS

Frank Kenefick, A/AID
Bradshaw Langrnaid, AA/S&T
George A. Landato, AA/APRE
David N. Merrill, AA/ENE
James Michel, AA/LAC
Vivikka M. Molldrem, ENE
Samuel 8. Rea, S&T/HR/ED
Christina Schoux, ES

Kenneth Sherper, AJAID

Fred Zobrist, PRE
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Twenty-eight interviews were conducted
in nine countries. The principal findings
are summarized below. Interviewees repre-
sented a broad cross-section with about haif
coming from central ministries, such as plan-
ning and finance, and having a strorg policy
role, and the remainder representing technical
ministries.

In-Country Presence

Host-country representatives almost unani-
mously cited significant advantages to A.ILD.’s
system of relying on a strong in-country pres-
ence with decentralized delegations of author-
ity and day-to-day involvement in managing
assistance programs. The major positive attrib-
utes of A.L.D.’s host-country presence are
listed below in the order of the number of
interviewees mentioning them:

e Half cited closer collaboration and
greater dialogue on problems and solu-
tions. One said, “It’s a joint venture.”

e About the same number said there was a
better understanding of environment or
better data and analysis than if stationed
in Washington,

o A third stated that greater influence over
host-country poticy decisions facilitated
dialogue, and several said it was hard to

EM

Host Country
Interviews

do policy dialogue with “‘visiting
teams.”

e About the same number said there was
better management or follow-up. One
said, “We need those A.1.D. types push-
ing.”

e One quarter cited increased efficiency
and quicker decision-making, with sev-
eral noting that other donors have to go
to headquarters for decisions.

e A few said the presence enhanced in-
couniry capabilities and expertise and
some said this was more important than
the money.

e A few also explained that the presence
promotes .S, foreign policy objectives.

Effectiveness

Respondents defined the effectiveness of
A.ID.s operational approach in promoting

« Institution-building
e Effective implementation

e Policy dialogue on vatious issues, espe-
cially on family planning, and as a cata-
lyst for change
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For example, one respondent said, “A.LD,
was the catalyst on policy issues. Its presence
was absolutely needed in getting us to reform
and liberalize the economy. USAID played a
very critical role in convincing the President
and others of the imperative to change.”

When asked what were the most important
elements of effective cooperation, most of the
respondents said the design stage was the most
critical and required the closest collaboration.
Several said it was very important to agree on
the problem and the solution,

A.L.D.’s Implementation
Requirements

When asked if A.I.D. was easier or harder to
work with than other donors, most said A.LD.
was harder. The most frequently voiced com-
plaint was about A.L.D.’s bureaucracy and re-
lated procedures, rules, and regulations.

® More than 80 percent said A.1.D.’s imple-
mentation requirements are onerous.

e Half said A.L.D. was inflexible and un-
able to adjust {e.g., procedures) to local
conditions. One person said, “A.1D.
taught us about flexibility and now it's
becoming more inflexible.”

e A third complained of specific instances
of procurement delays.

¢ Twenty percent cited administrative de-
lays and requirements for too many ap-
provals.

e A few said procedures impeded institu-

- tion-building or effectiveness. Several
said A.I.D. was “obsessed’” with ac-
counting. One person cited the example
of ALD. hiring a contractor to handle
funds, saying this failed to develop insti-
tutional capacity.

e A few said A.1.D.’s system demonstrates
lack of trust, but two others said
“A.LD.’s procedures are not a problem
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because they help to resist political pres-
sures anc_:l ensure that resources reach in-
tended beneficiaries.™

s Policy dialogue and nonproject assis-
tance were observed by some to be a
flexible form of assistance but that the
budgeting was inflexible because it was
done so far in advance. One said, ‘Policy
projects don’tneed a lot of technical peo-
ple, but people are needed for discussion.
A.LD. has helped in analysis,”

American Staff

Host-country representatives had positive
comments about U.S. staff:

¢ Almost half said A.1.D. staff was compe-
tent, well informed, or had a better un-
derstanding thian other donor staff.

o Twenty-five percent said they had daily
or frequent contact with Americans.

e Twenty-five percent cited factors con-
cerning good relations (“‘open,” ‘‘di-
rect,” “want to help,” “‘collaborative’).

¢ However, about the same number cited
concerns about attitudes suggesting that
Americans were inclined to fall in love
with their own ideas or perhaps to be a
little too pushy. One said, ‘““They are not
sensitive to our timetables, Iaws, and
procedures.”

o About 14 percent cited rapid staff turn-
OVer as a concern,

Using Foreign Service
Nationals

Host-country representatives were asked
whether they had any problems with A.LD.
making greater use of FSNs torepresent A 1.D.

e Half said they had no problem using
FSNs if they were competent and many
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said FSNs were particularly good on im-
plementation. They feit FSNs brought
continuity, knew the language, and were
well qualified.

» However, almost all of these same re-
spondents distinguished between FSNs
and Americans, relying on the [atter in
policy dialogue, budget discussions, and
for innovative ideas or technologies.

o Twenty-five perceat cautioned against
overreliance on FSNs saying there was
“a fine line” or not to ““go too far.”” One
warned that FSNs were subject to “pres-
sures’” and not always objective, and an-
other said, *““There’s a certain risk.”

e Several cited positive experiences work-
ing with FSNs of other donors such as
the United Nations Development Pro-
gram, International Bank for Recon-
struction and Development, Canadian
International Development Agency, and
the International Monetary Fund.

Other Donors

Interviewees were asked to compare the ef-
fectiveness and procedures of other donors’
development assistance programs. Responses
assessed various aspects of effectiveness.

e Thirty percent cited examples where A LD.
was more effective than other donors.

e Fifteen percent specifically said A.LD.
was more effective in its policy dialogue
and conditionality. Some said A.L.D. was
better informed or more flexible because
it had a better understanding of the is-
sues. Some suggested A.I.D. had more
influence because of frequent and con-
tinuing contact.

With one MDB, we can arrange ourselves 1o
have the answers because we know the ques-
tions ahead of time.

E-i16

A.LD’s approach is different; it leads us
along a path.

e Almost 20 percent said A 1.D.’s bureauc-
racy was worse or that its financial ac-
countability was more stringent.

e About the same number said other do-
nors had insufficient delegations of
authority in the field or that local repre-
sentatives were only messengers for
their headquarters. Several said the
“drop-in/drop-out” approach was not ef-
fective because visiting teams do not un-
derstand the problems.

e About 20 percent found it difficult to as-
sess A.LD.’s effectiveness and systems,

A LD. was berter at one time, but now the
reverse may be true.

e Canadian organization was most fre-
quently cited as “‘the best” by host gov-
ernments. A few mentioned UN health
organizations as helpful or effective.

Increasing
Effectiveness

Despite almost universal endorsement of
A LD.’s presence and delegations of authority,
many volunteered ways to improve collabora-
tion and effectiveness.

e Thirty-six percent suggested that A1.D.’s
presence was top heavy or large with too
many layers or interlocutors “imposing
more and more rules.”

e Nearly 30 percent made specific sugges-
tions for improving the effectiveness of
technical assistance, such as making
long-term technical assistance advisers
more accountable to the host country and
according the host country a greater role
in selection and performance evaluation.
Others felt that it was desirable to make
greater use of specialized short-term

Program and Operations Assessment No. 3



technical assistance and in-coyntry and
regional sources.

e About 15 percent made recommenda-

tions to further delegate authority or to

allow in-country staff to simplify and
adapt procedures in the “‘spirit of
cooperation.”

o A few felt A.L.D, tries to supervise too
much or that A 1.D. should provide over-
sight rather than manage or directly im-
plement programs.

¢ And, on A.1.D.’s overall approach

—Twenty-five percent suggested greater
collaboration in developing the pro-
gram strategy and budgeting (one
wanted a framework agreement),

—Twenty percent expressed the need for
improved donor coordination (one spe-
cifically wanted more U.S, consult-
ations at the Paris Club).

—Several urged flexibility on condition-
ality and many urged greater adaption
of procedures to local conditions or
host-country needs.

Working Toward a
Transition

In a few nearly advanced developing coun-
tries (ADC), representatives offered specific
suggestions for moving to a more ‘“‘mature”
relationship or preparing for graduation. Usu-
ally they suggested a reduced American A.1.D.
staff, greater use of FSNs and transfer of more
responsibility to the host country.

One suggested that a strong U.S. presence is
very important in the early years of collabora-
tion, but that, as the relationship matures,
A 1.D. should reduce its presence and monitor
“results, not the money.”

ALD.’s In-Country Presence: Appendix E

All respondents expressed a desire for con-
tinued A_I.D. presence, usually for monitoring
results or providing policy dialogue.

Several respondents thought that local
NGOs should be given more responsibility but
should be coordinated and monitored.

Conclusions

These findings from host-country inter-
views suggest the following:

¢ Host-country representatives find sig-
nificant advantages to A.I.D.’s in-coun-
try presence. This presence enhances
collaboration and personal relationships.
1t increases efficiency and effectiveness,
particularly with respect to institution-
building and policy dialogue.

s AID.’s in-country American staff is a
technical and analytical resource. “Be-
ing there” enhances the effectiveness of
dollar resources.

¢ Despite these advantages, A.I.D.’s proce-
dures are cumbersome and, hence, in the
view of these representatives, generate
the need for unnecessary nuymbers of
staff. This heaviness leads to bureau-
cratic delays and a tendency to micro-
manage.

e A.LD. may be losing some of its “devel-
opment edge.” It is perceived to be preoc-
cupied with “‘input-level” accountability
when it should be more focused on the
leading edge and results. This factor also
contributes to micromanagement.

¢ A1D.s procedures to ensure account-
ability (and perhaps other objectives)
have caused it to treat all LDCs uni-
formly. This may hinder active planuing
for “‘graduated’ relationships.

e ALD. is not responding quickly enough
to opportunities to develop a graduating
relationship with more advanced parmers.
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e There are lessons ALLD. might leam from the Canadians and the UN health
from other donors, particularly, perhaps, organizations.
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introduction

The views of private sector representatives
were solicited in open-ended interviews about
host-country capabilities, with particular at-
tention given to the human resource base and
private sector capacity to provide support serv-
ices to aid agencies and their activities.

Interviews were conducted with two or three
private sector representatives and others
knowledgeable of the private sector in each
couniry, The open-¢nded nature of the inter-
views often led respondents to provide infor-
mation beyond what was basically sought.
The implications to be drawn from these inter-
views are presented in the “Implications” sec-
tion. The “Interview Responses’ section
presents the most salient interview results.
The major findings are summarized in the sec-
tion “Summary of Findings.”

Implications

1. From the perspective of the private sec-
tor, as inferred from the responses given, the
size and skills mix of a ““‘core” A L.D. Mission
overseas would primarily depend on the ability
of the host country to structure, manage, and
account for A.LD. resource transfers. The
stronger this ability, the smaller will be the
core and the greater the requirement for skills
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4 | Private Sector
l Interviews

in policy dialogue, coatracting with the host
country and private sector, and exercising ap-
propriate oversight. Conversely, the weaker
the ability of the host country to handle re-
source transfers, the larger will be the core
staff, the greater the requirement for skills to
manage, monitor, and control development re-
sources, and the greater the need for expatriate
staff,

2. Several criteria for deviating from this
core are suggested:

e The buman resource base in host coun-
tries is determinative. When this base is
weak, care should be taken to encourage
the most efficient allocation of these
scarce resources among competing uses,
including donor agencies, the host-coun-
wry government, and the private sector.
The cost of disrupting these allocations,
when donors compete for these scarce
resources, can be large, thus justifying
expatriate postings, especially if expatri-
ates focus on improving the human re-
source base in host countries,

e New skills are needed to implement
ALD/’s new directions and the reform
agenda of host-country governments. It
does not necessarily follow that A.1.D.
can best marshal these resources from its
own direct hire pool of American and
FSN staff.
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e The opportunities for reaching out and
penetrating new spheres of influence
lead 1o staff requirements.

3. Several ideas for more cost-effective ap-
proaches for establishing the A.1.D. presence
were suggested:

¢ Relying more on FSNs, even in the area
of policy dialogue

¢ Contracting with the private sector in the
host country to provide support services
to A.LD. and its programs in a variety of
functions

e Nurturing the private sector where its
capacity to provide support services is
weak

e Expanding the use of umbrella mecha-
nisms, such as those designed to facili-
tate subgranting, monitoring, and
evaluation among NGOs

Interviewee Responses

Assessment of A.I.D.'s Approach

¢ A [.D.’s involvement in policy reform re-
quires a strong and permanent force on
the ground. Policy dialogue gives a big-
ger bang than does institution-building.

+Decentralization gives flexibility,
which is essential for A L.D.s field
effectiveness.

e The business community views A.L.D. as
“altryistic,” but lauds its efforts in pol-
icy dialogue to promote the private sec-
tor and reform. This will have a
beneficial impact on the U.S. business
community,

e A L.D. staff provides services that are not
available in the country. Twenty-five
years ago, we had many American advis-
ers working with counterparts on a vari-
ety of skills. New skills and new
advisers are now needed to learn private
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sector skills. As many skilled employees
leave government, the public sector must
be trained in new skills. Privatization
requires new skills.... Less in family
planning and more on legislation.... TA
is more important than money. Missions
also provide TA. That TA also helps us
to articulate our skills and training
needs.

o ALD. staff can dialogue with govern-
ment on policy reform. However, it
knows nothing about helping business
and private companies. A.LD. can pro-
cure these services but they are expen-
sive and ii takes time. A.LD. staff knows
something about capital markets and the
financial sector. It is weak on privatiza-
tion. A.LD. should not get involved in
mixed credits, since this would under-
mine free market principles. This does,
however, help U.S. firms compete
against other firms. A.I.D. has influence
in excess of the financial resources it
makes available, perhaps due to shared
values and overall U.S. influence in the
region.

¢ Untike UNDP, A.L.D. supports larger busi-
nesses (50-100 employees) in enterprise
development. A.LD. helps in export pro-
motion. For large-scale industrial pro-
jects, we trely on UNIDO (UN Industrial
Development Organization).

e Compared with other donors, A.1.D. ex-
perts are more willing to go to rural areas
to promote products such as fertilizers....
As a PVO, we could deal directly with
A.1LD. With other donors, we had to go
through our government first.

* A.1.D.’s in-country presence allows it to
be more subtle, laid back, responsive,
and effective in negotiating such policy
changes as privatization. Others donors
tend to be more rigid and formal.

¢ The only way to understand our culture
is to do business here. All our business
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is based on family unity. This type of
informal business cannot be done
through TDYs. We are looking to the
United States as a new partner because
we cannot do much more with our tradi-
tional partners. The additional cost of a
permanent presence will reap much
greater benefits over time. This pres-
ence will help you understand and appre-
ciate our culture, especially at a time
when small- and mediom-sized busi-
nesses are sprouting and doing well here,
Through A.I.D.s presence, these busi-
nesses will also learn how to approach
the U.S. business community.

e A.I.D. is not dealing with 2 uniform de-
veloping world. It cannot have one pol-
icy for the developing world. A.LD.s
objectives must conform to local inter-
ests (PL 480 assistance had a negative
effect because it promoted U.S. and not
local interests). In the new order,
A.1D’s interests must also conform to
local interests. ‘A.LD. should have a core
staff (USDH and FSN). That core should
rely on local organizations and consult-
ing firms for support. This model is bet-
ter than a huge permanent staff (a
liability). Donors should make a special
effort to develop this support capability
in the private sectors of host countries.
This way, expert knowledge stays in the
country.

¢ A.1.D.’s in-country presence ¢nables it to
reach out to much lower levels beyond
the ministries. This is expensive, but
there is much more penetration. Good
policy changes must come from below if
they are truly to serve the host country.
Other donors just put their people in our
ministries, not in the field.

Effectiveness of Approach

¢ A LD. expects us to act sharply and
quickly, like sharks. However, A.LD.
takes 3 to 4 months to do what they ex-
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pect from us in 2 or 3 days.... ALD. is
like our government. It gives me mixed
signals. It does not want me to behave as
if I am in the private sector, firing my
staff and payirg wages so that I can com-
pete. I have to go through my govem-
ment first before dealing with A.I.D.
A.LD. works with green eyeshades and
ignores the real environment around the
figures.

e Many businesses are publicly owned and
government is well served by A.L.D.'s
permanent presence. It augments the
value of the resources A.L.D. provides.
The U.S. business community should be
very concerned about a diminished
A.LLD. presence. A reduced presence
would send the wrong signais to govern-
ment and adversely affect its relations
with U.S. firms.

e Some donors are giving more money
than A.LD. in the form of budget support
but without people on the ground. Other
donors have many more people in the
field. Often these people cite irregulari-
ties. Without a strong presence, U.S.
business representatives may get the
wrong impression about what really goes
on and carry back incorrect and discour-
aging notions.

e A.LD. ¢could be more effective with only
a few professionals to do high-quality
policy dialogue, contracting out much of
the other work related to implementa-
tion, Provision of commissaries, Ameri-
can clubs, etc. inhibits integration of
Americans into host-country societies.
A smaller American community would
belp its members reach out and better
understand the bost country environment.

e Most other donors have no permanent
representation here at all. During design
the World Bank and the Asian Develop-
ment Bank work 9 to 5; during imple-
mentation they do not work at all.
Visiting missions are too impersonal.
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Working through the mail does not work;
ofter the documents get lost. The
French have 120 ““cooperants.” The Bel-
gian is alone and can’t move his money.
UNDP seems to have no system at all.
CIDA has a good system, a little more
flexibility than A.I.D., but they only
come once or twice a year and then dis-
appear.

o Without A.I.D.’s in-country presence,
our cost of doing business would be
higher since our people could not pro-
mote the relationships they are now seek-
ing. A reduced presence would diminish
your access to our business and reduce
your understanding of our culture.

e We worked with A.LD. to privatize our
fertilizer industry. Our firm worked
closely with an American firm. A.I.D.s
presence facilitated our dialogue and
helped to achieve privatization.

o A ID.’s presence has developed trust in
managiog money. With that trust we
were able to build the capacity of our
own indigenous business organizations
and guarantee our small-scale credit pro-
grams.... Local conditions change rap-
idly. A.I.D’s presence allows us to
discuss changes so that we can all ad-
just.... Because A.1.D.s regulations are
stricter, it is important that A .1.D. is pre-
sent to make sure we don’t misinterpret
or overstep your guidelines.

Elements of Effective Cooperation

e Sometimes A.LD. needs our cooperation
to sell its programs with the government.
This builds our credibility and belps us
down the road during implementation.

e We consult occasionally with A.LD. de-
spite the business community's percep-
tion that information does not flow freely
both ways. A.LD. is concerned that “‘in-
sider information’’ can give unfair ad-
vantage to a particular company,
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especially if there is a possible ALD.-
funded contract down the line.

e Although A.L.D. projects have not yet
yielded benefits for the private sector, we
have done some consulting services re-
lated to A.LD. projects, whether or not
they promote the private sector here.

» Donors are poaching our best NGO staff
which has hurt our capacity-building.
Danors can pay more and offer dpportu-
nities for career development and job
security.

e Because of A.I.D., the local Chamber of
Commerce has become much more
knowledgeable about business opportu-
nities in the United States. Our people
fear the American market because they
do not have the know-how. We now have
more information and confidence.

USAID Contacts

s Qur organization has enjoyed a wide
range of contacts with A.LLD., especially
with FSNs. We have no problems with
FSNs taking the U.S.Government posi-
tion and would encourage even more
FSN employment.

e Nationality does not make a difference;
it’s all rules and regulations.

e A1.D. does large projects. My firm does
consultations on small projects for well-
defined and specific tasks. Swiss,
Dutch, and other Europeans do a better
job on these tasks, which require a more
personal approach. It is difficult for
short-term teams to have credibility
when making recommendations in cul-
turally sensitive areas such as institu-
tiona! development.

¢ ALLD.'s approach reaches further down
in the community. A.LD. monitors its
programs better than other donors be-
cause it has more staff to do it. Because
A.1D. reaches further down and is more
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spread around in different sectors, it
does not have the visibility that other
donors have. For example, a $20 million
cash transfer from another donor gets
more attention in town. This gives the
perception that AI.D. is not as promi-
nent as other donors.

o We have telephone contact with A1.D,
on our training programs once a week,
mostly informal. We don’tlook to A.L.D.
technical staff for technical advice. We
£0 to the contractor.

e In running our credit program we need to
adjust quickly. We proposed a new
scholarship loan fund. The A.1.D. Direc-
tor made a decision to go ahead with it
and in 3 months the project was running.
Repayment rates are amazing. No bad
debts and late repayments are only 5-10
percent.

Working With A.1.D,

e Working with A.1.D. do¢s not make any
sense unless we transform our system,
A.LD.’s fundamental task is to reduce
our public sector expenditures. We need
external resources for transformation.
Japan’s aid is concerned about develop-
ment in Japan. A.1.D. is concerned about
our development, not U.S. development.
This makes work more challenging.

s A 1.D. is bureaucratic but it is open,
transparent, and consistent. Once proce-
dures are set out, they can be used for the
next decision. The first time it is diffi-
cult, but then it gets easier,

e Bureaucracy is a good safeguard but it
must be decentralized.

o We have worked with A LD. to get help
from other donors.

¢ A.1.D. had meectings with our busi-
nesspeople last year to hear all about
their problems. It takes two to tango.
Corruption is a key point in the debate,

ALD.'s In-Country Presence: Appendix E

and the more we solve this problem, the
casier it will be to work with A.L.D,

o Other donors are more flexible than
ALD. If I don’t have money and know
they have money, I can simply call and
get money. Not so with ALD. and its
lengthy procedures.

e They bhave created an NGO selection
commitice. Once they accept projects
and criteria, they don’t require addi-
tional documents.

* They all deal on a positive basis.
A.1.D.’s accountability requirements are
stringent but, ouce explained, easy to
live with. Letting local groups handle
projects can be effective, especially if
they get technical and administrative
backstopping frem A.I.D.

¢ A LD. has many more procedures, asks
many questions, and is more directive
because of its sustainability concerns.
Our people should have a lobby in
Washington.

= Contractors cannot do better. You need
someone tied directly to the A.I.D.
organization,

o A 1D, works well for me if I want infor-
mation. It does not work wel if I need
advice. A.ID. has a good information
system. For example, A.LD. provided
information on methods and technolo-
gies for gas-powered plants. This infor-
mation was needed on a decision to go
forward on explorations with our multi-
national partner.

e Not easicr, not harder, because we have
been responsible and have convinced the
donors of this.

o The Germans eventually stopped funding
us directly. Instead, they provide grants
to other organizations that then buy our
services. I could see such a relationship
with A.L.D., especiaily for small activi-
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ties. For massive operations, the exist-
ing type of arrangement is most suitable.

¢ ALD. is meticulous, but we find that
helpful. A.I.D. should involve local peo-
ple, like the grantees, in the planning and
allocation stages. None of our grantees
has participated on design teams.

A.LD. Compared With Other
Donors

¢ A1D. is well informed, and often better
informed than the U.S. Embassy because
of the “‘attitudes”’ of its Mission.

¢ ALD. explained the logframe and we
use it on all our projects. Yes, it is more
difficult, but we appreciate it because we
want progress. Working with A.LD. to
maintaia the status quo would be in-
sufferable.

e ALD. funds American NGOs and these
organizations might as well be ours.
However, you could do more to turn it
over to our NGO:s.

e Sometimes A.LD. does not understand.
For example, it doesn’t understand that,
institutionally speaking, there is no pri-
vate sector here able to carry balf the
costs. A.LD. has to organize a study
every time it tries to understand us and
our culture. CIDA does not try to under-
stand us as much.

e We have 20 expatriates and the rest of the
500 employees are local. This is the
minimum nymber of expats we can use.
Managers at higher levels of operation
bave to interface a lot with U.S. and other
international coatacts. The locals have
problems dealing at these levels. How-
ever, as long as the contacts are local, we
can do fine.

¢ Europeans normally come here with bet-
ter language ability than the Americans,
Your stay here is very short, sometimes

only 3 vears. A 6-year tour would be
more yseful.

A.LD. Requirements

e Implementation problems come from us,
not from A.I.D. Fuads go to the Ceatral
Bank—which delays disbursement.
A.LD. will not press an issue if it feels
the answer will be no. So A.LD. is often
not aggressive enough on difficult politi-
cal issues, such as reform of the financial
secior.

¢ Often conditionality is a matter of pres-
entation. A.LD. should press harder on
export promotion.

» ] look at your agreements and see a large
negative list, including limitations on
salary supplements. Yet the expatriates
get 10 times the salary of their counter-
parts. In terms of cost-effectiveness, 1
want to take the local expert, if qualified,
and pay more. I would only take the
expatriate if he or she can work to in-
crease the iostitutional capacity across
the board in many of our agencies, even
if this is not specified in the agreement.

¢ A.LD. spends wisely. The government is
not yet ready to assume responsibility
for complete management of donor
programs.

e We do not bhave problems with ALD.
requirements. We are in the business of
cutting a small pie and dealing with the
politicians who all want a piece. A.L.D.’s
requirements are intended to ensure that
the beneficiaries get part of the action.

s There is too much effort by government
in obtaining donor funds. They should
mobilize our resources. The private sec-
tor’s potential is tremendous, especially
in agribusiness.

¢ Government should play a larger role up
front in design and thus minimize imple-
mentation probiems and requirements.
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e ALD. ts very innovative. The problem
is that innovative programs rarely work.
A.LD. has toc many objectives in its pro-
grams. Thus, the programs become less
efficient. For example, a fertilizer pro-
ject required that fertilizer be purchased
from a local company. The problem was
that such a2 company did not exist. It had
to be created, but this failed. Also, an $8
million program required a change in the
income tax system. However, the gov-
ernment felt that this change would cost
more than that $8 million. This has de-
layed disbursements,

Summary of Findings

1. Most of the private sector respondents
were informal collaborators and observers of
A.LD./Government interactions in their coun-
tries. QOuly a few—NGOs, consulting firms,
and training organizations—received funds
from A.1.D.

2. The responses indicate that the private
sector perceives A.1.D’s in-country presence
to be useful for the following reasons:

e A ID. staff engages governments in a
policy dialogue on reform issues vital to
the private sector, such as privatization
and financial and capital market reforms,

e Through its in-country presence, A LD,
is able to derive benefits in excess of its
resource transfers.

e A 1.D. staff facilitates contacts and com-
munications with the U.S. business
community.

¢ ALD. staff is a broker of information.
This serves the private sector in deci-
sion-making and in contacts with other
donors and with government officials.

e A ID. staff reaches out beyond urban
centers. This helps to penetrate rural
markets. It also informs the policy dia-
logue on issues vital to groups whose
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interests would otherwise not be
represented.

¢ ALD. can provide the new human re-
source skills needed as the private sector
plays a larger role in the economy and as
the role of government changes to ac-
commodate that role.

3. The private sector also perceives limita-
tions to A.I.D.’s presence in promoting its in-
terests because

¢ A.1.D staff is not always qualified to pro-
vide sound technical advice to the pri-
vate sector. It can, however, help to
articulate technical needs and procure
requisite expertise.

e Host-country governments tend to spend
time mobilizing donor resources rather
than local private sector resources.

o Sometimes donors compete with the
host-country government and the private
sector for A.1.D.’s scarce human re-
sources.

4. ALD.s regulations and procedures are
perceived positively by the private sector
because

e In cases where the private sector is an
observer, A.LLD).’s procedures are seen to
encourage fiscal responsibility and ac-
countability of host-country governments.

« In cases where the private sector receives
funds from A.L.D., these procedures ap-
pear hard and stringent at first glance
but, when explained and understood, be-
come open, transparent, and easier to
follow.

5. Most respondents prefer a decentralized
A.LD. presence because this allows for greater
flexibility and effeciiveness. A decentralized
mode could facilitate contracting with the pri-
vate sector of the host country for much of
ALD’s work,
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6. Compared with other donors, A I.D. staff ceived to have a comparative advantage in lan-
is perceived to enjoy a comparative advantage guage skills. A.LI.D.’s permanent presence is
in getting out and penetrating within and be- seen as a key feature of its system and is pre-
yond urban centers. A.LD. staff is not per- ferred to the alternative mode of periodic visits.
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APPENDIX

1)

This appendix summarizes the results of
regressions that ran a number of poten-
tially associated variables against overseas
U.S. direct hire (USDH) staffing levels. The
analysis began with the hypothesis that A.LD.
managers (field and Washington) make USDH
overseas staffing decisions based on several
variables relating to the size and nature of
each country program, and the conditions in
the country. A number of such variables were
run against USDH levels for FY 199], includ-
ing current Development Assistance (DA),
Economic Support Funds (ESF), and PL 480
levels; number of active projects in the portfo-
lio; gross domestic product per capita; and
infant mortality. The regression that yielded
the highest, statistically significant degree of
relationship between USDH and associated
variables included the dollar values of FY
1991 obligations for DA, ESF, and PL 480
Food Aid Title III (T-11I) and the total number
of projects in a Mission’s portfolio. The other
variables listed above yielded statistically in-
significant results. FY 1991 Foreign Service
national (FSN) and personal services contrac-
tor (PSC) data were also added to USDH data
to comprise a “total employment” dependent

Summary of Results
of Regression
Analyses1

variable, but this variable was not found to be
significantly associated with other variables.
The unit of observation was a bilateral Mis-
sion; regional Missions and regional support
offices (e.g., REDSOs, ROCAP, RDO/Carib-
bean, and RDO/Scuth Pacific) were not in-
cluded. (See the Technical Notes section for
some additional notes about the data.)

Subsequent to the above analysis, data were
collected for FY 1988, 1989, and 1990, and a
regression was run that included the five vari-
ables described above (USDH against DA,
ESF, PL 480, and number of projects) based on
observations that are 4-year annual averages
over the period FY 1988-1991 for 59 Mis-
sions. (Before January 1991 when the Farm
Act shifted Title I administration to the U.S.

Department of Agriculture, Title I was also
included in the PL 480 variable.) The result-
ing regression can be summarized as follows:

USDH = 3.23 + 0.26DA + 0.0BESF
+ 0.16PLAR) + 0.13#Projects

The “coefficient of determination” (or
“R"”) for this regression is 0.90 and statisti-
cally significant. An interpretation is that 90

1 The assessment team wishes to acknowledge the outstanding contribution of David Moore, Economic and
Social Data Service, CDIE/D], in producing the various regression models. His helpfulness, responsiveness,

and—above all—patience were exemplary.




percent of the variation in USDH levels can be
explained by variations in the four variables on
the right-hand side of the regression. This is a
relatively high level of explanatory “power”
for regression analysis. Furthermore, each of
the pumerical coefficients for the four “‘ex-
planatory”’ variables is statistically signifi-
cant, and none of them is significantly
correlated with each other. (In statistical
terms, “multicollinearity” is not a problem.)

These results can be interpretéd in several
ways. One approach is to assume some “‘illus-
trative’” values for the four explanatory vari-
ables and then calculate the implied value of
the dependent or “‘explained’ variable, USDH.
One might imagine a *“small’” program of $15
miilion annual DA and seven projects (if the
total portfolio value were equal to 5 years of
obligations at this level, or $75 million, this
would imply an average life-of-project cost of
almost $11 million). This would yield an im-
plied total USDH level of 8.0 FTEs (annual
full-time equivalents of direct-hire employ-
meat). In other words, 8.0=3.23 4+ (0.26x 15)
+ (0.13 x 7). A “medium program” of $30
‘million DA, $15 million ESF, $15 million PL
480 T-I/IN1, and 12 projects wouid imply a
USDH level of 16.2 FTEs. (16.2=3.23 +(0.26
x30)+(0.08x15)+(0.16x 15) +(0.13 x 12).)

Great caution should be used in applying
these results. The most important thing to re-
member is that they are derived from the his-
torical experience of the Agency during the FY
1988-1991 period; they do not suggest what
the future might look like—what could be or
what ought to be. Furthermore, one cannot
conclude that in fact managers consciously
used these factors of program levels and num-
bers of projects in making USDH decisions;
the degree of association indicated by the re-
gression resulis is consistent with the hypothe-
sis that they do, but they do not “prove’ the
bypothesis. In fact, the interview responses to
the assessment team suggested a wide range of
factors, mentioned in the assessment report,
that managers seem to have considered when
making USDH staffing decisions.

F2

Perhaps a more useful interpretation can be
gleaned from examining the pattern of rela-
tionships, Mission by Mission. The detailed
regression tables, included as attachments to
this appendix, show how the actual USDH lev-
els for Missions diverged from those levels
predicted by the regression. Of greater interest
are those cases where actual USDH levels de-
part significantly, say by 10 percent or more,
from the predicted levels. For the regression
described above, 20 Missions had USDH lev-
els 10 percent or more above their predicted
values. The total of the gaps between actual
and predicted USDH levels for these Missions
was 105 FTEs, or more than 11 percent of the
total 923 average USDH FTEs in all 59 Mis-
sions during the FY 1988-1991 period. The
implication is that if USDH levels were to be
allocated on the basis of program levels and
number of projects, even allowing for a 10
percent margin of error, these results indicate
that more than 100 FTEs would have been
allocated elsewhere. '

Also of interest is the number of Missions
with actual USDH levels significantly below
the regression-predicted values. On average
over the FY 1988-1991 period, 25 Missions
fell 10 percent or more below predicted values,
amounting to a total gap of 99 FTEs or just
under 11 percent of the 923 total. If historical
program and project levels were to comprise
the allocation criteria, these Missions would
have been in a deficit position with respect to
USDH staff.

The regional pattern is also of interest. Of
the 20 Missions whose actual USDH levels
were 10 percent or more above predicted val-
ues, 10 were from Africa, 2 from Asia, 3 from
LAC, and 5 from the Near East. However, of
the 25 Missions below the predicted values, 16
were from Africa, 1 from Asia, 6 from LAC, 1
from the Near East, and 1 from Europe.

It is even more revealing to look at a few
individual countries. The following tables
show Missions with actual USDH levels that
represented the 10 largest differences above

Program and Operations Assessment No. 3



and below the respective USDH levels pre-
dicted by the regressions. The tables show re-
sults for two regressions: Regression (A),
which includes only DA, ESF, and PL 480
(Title I/III) as explanatory variables; and Re-
gression (B), which also includes total number
of projects in the Missions' portfolios. The
reason for presenting results for both regres-
sions is to analyze the implications of adding
the latter variable to program levels as factors
explaining variations in USDH levels. This is-
sue will be discussed further below.

The first thing to note about the Table F-1 is
that under both regressions, each of the four
highest ranked Missions (1-4) had average an-
nual actyal USDH levels during FY 1988
1991 that exceeded in almost every case the
predicted levels by 10 or more FTEs. The bot-
tom of the table shows that the sum of these
FTE differences for the highest ranked 10 Mis-
sions (1-10) came to well over 80 FTEs, or
about 9 percent of the 923 FTE total for the 59
observed Missions.

In compariang the results for Regression (A)
with those for (B), it wi!l be noted that several
Missions drop from relatively high ranks to
lower ones as one moves from (A} to (B).
These are particularly sharp for Ecuador and
Costa Rica, with drops from ranks 6 and 8 to
14 and 13, respectively. An interpretation of
these comparisons is that taking number of
projects into account results in more of the
variation in actual USDH levels in these Mis-
sions being ‘‘explained.’”’ The rationale for in-
clusion of “‘number of projecis” is that it serves
as a rough proxy for “management burden,”
apart from program levels. But this should not
necessarily justify the way a Mission struc-
tures the relationship between its USDH staff
level and its portfolio. Furthermore, a better
proxy for management burden, as several com-
menters have observed, would probably be the
number of grants, contracts, and cooperative
agreements being managed by a Mission.

Table F-2 shows the 10 Missions with actual
USDH levels during FY 1988-1991 that fell
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the furthest below the regression-predicted
values.

One reason for the actual USDH levels fall-
ing so far below the predicted levels could be
the newness of programs in such places as
Panama, Nicaragua, and Romania. Another
factor could be security or other difficult con-
ditions. However, there could well be manage-
ment and programmatic factors explaining
some of these “‘outliers’ as well. For example,
some of these Missions may have been more
effective in substituting FSNs and PSCs for
USDH. Determining this would require Mis-

- sion-by-Mission analysis of program and man-

agement. In any event, the top racked 10
Missions {1-10) had USDH levels that aggre-
gated to more than 65 FTEs below the total
predicted values for Regression (A) and over
60 FTE’s for Regression (B).

Changes Over Time

The preceding analysis is based on annual
averages over the FY 1988-1991 period. Al-
though this has the virtue of smoothing over

~ year-to-year variations, it may also mask some

significant changes over time. To get some
indication of this possibility, the FTE differ-
ences and ranks for Migsions in the top “‘out-
lier” category were analyzed as above. The
results for the 10 Missions with the [argest
positive gaps in FY 1991 between actual and
USDH levels predicted by Regression (A) for
each of the 4 years are shown in the table on
F-6.

Five countries show up with consistently
high ranks across the 4-year period: Indonesia,
Honduras, Senegal, Kenya, and Ecuador. Not
surprisingly, these five countries also show up
in Table F-1 based on annual average observa-
tions for the 4 years. The cases of Pakistan and
Bangladesh in the table on F-6 are particularly
striking. They flip from ranks significantly be-
low predicted USDH levels for FY 1988, 1989,
and 1990 to positions significantly above pre-
dicted levels in FY 1991. The impact of the




Regression (A)
(USDH against DA,

Regression (B)

(Same as (A) plus total

ESF, & # of Projects)
PL 480 T-1/1II)
FTE
Difference Difference |
Jordan 1 2
I Honduras 2 10.8 4 8.6
Indonesia 3 10.6 1 12.2
Senegal 4 10.2 3 9.5
Nepal 5 8.3 5 79
Ecuador 6 7.5 (14 3.5)
Niger 7 7.1 6 7.8
Costa Rica 8 6.9 (13 4.3)
Zaire 9 6.1 10 5.52
Zimbabwe 10 5.930 7 6.6
Kenya (11 5.929) 8 5.8
Morocco (12 5.85) 9 5.54
Sum of FTE 84.6 79.8
differences =
(9:2% of 923 total FTEs for 10 highest (8.6% of 923 total FTEs)
ranked Missions, 1-10)
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Regression (A) Regression (B)
(USDH against DA, ESF, & (Same as (A) plus total
PL 480 T-1/1ID) | # of Projects)
FTE Difference FTE Difference
El Salvador -1 - 107 -1 -13.1
Nigeria -2 - 8.6 -4 - 6.1
Panama -3 -75 -2 -8.1
Nicaragua -4 -72 -3 -68
Bangladesh -5 - 6.53 (less than 10% difference)
Mozambique -6 - 6.47 -3 -43
Uganda -7 -54 -9 -4.1
Lebanon -8 -53 -5 -57
Romania -9 -5.0 (-11 -3.8)
South Africa -10 -45 (-12 -3.7)
F]amaica (less than 10% difference) -5 -57
' Bolivia (less than 10% difference) -7 -5.0
| Belize . (-28 | -0.8) -19 -4.0
Sum of FTE -67.2 -629
differences =

ranked Missions,

ST |

1-10)
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(7.3% of 923 total FTEs for 10 highest

(6.8% of 923 total FTEs)
~
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Pressler Amendment FY 1991 on program lev-
els in Pakistan undounbtedly explains most if
not all of that reversal. While the reversal for
Bangladesh is not as dramatic, it is nonetheless
striking.

Several other anomalies are noteworthy.
Jordan and Nepal were significant “outliers”
from FY 1988-1990, with rankings of 2, 3, and
3, and 3, 4, and 8, respectively, in terms of
actual USDH levels being above predicted lev-
els. However, in FY 1991, both countries
dropped to relatively low ranks (20 and 18,
respectively). The Philippines flips from first
rank in FY 1988, with 13.6 FTEs above the
regression-predicted level, to the third nega-
tive rank in FY 1989, with 8.5 FTEs below the
predicted level. In FY 1990 and 1991 the dif-
ferences for the Philippines were less than 10
percent and just more than negative 10 percent,
respectively. The key explanation for this shift

Pakistan

would undoubtedly be the absorption of sub-
stantial MAI (Multilateral Assistance Initia-
tive) funds for the Philippines, without
corresponding increases in USDH levels, be-
ginping in FY 1989.

Two countries that relied heavily on PVQOs
as intermediaries to deliver assistance make an
interesting comparison: Haiti and Zaire, Haiti
ranged from an insignificant difference to a
positive rank of 9 between actual and predicted
UUSDH levels, and from a negative rank of 14
to an insignificant difference (less than 10 per-
cent) when number of projects was included as
a variable. Zaire ranged from a positive rank
of 5 to an insignificant difference, and 3 to an
insignificant difference when number of pro-
jects was included. It would appear, therefore,
that Haiti was somewhat less management-in-
tensive than Zaire in its use of the PVO mode.

Indonesia

Honduras

22.5

Senegal

5 8.9

Zaire

(less than 10 %)

Guatemala

13 4.7

Morocco

17 32

Kenya

77

Ol |\ O [ Qo | =

Ecuador

8.0

Bangladesh

—t
(=)

F-6

-7.9
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Several Latin American countries become
negative outliers, with actual USDH levels be-
low predicted levels, when number of projects
is included as an explanatory variable. From
FY 19891991, Bolivia and El Salvador
dropped from differences of less than 10 per-
cent to negative ranks ranging from 3 to 4 and
1 to §, respectively, when the projects variable
is added. For Guatemala, the effect of adding
the projects variable is to drop rank by at least
five positions, including from positive 13 and
12 to negative 17 and 12 in FY 1989 and 1990,
respectively. An issue in interpreting these
comparisons is the extent to which number of
projects (or management units}, which is to
some degree under the control of Mission man-
agement, should justify USDH staffing inten-
sity. (It might be noted here that although
number of projects is statistically significant
as an added explanatory variable, it does not
add very much to the overall explanatory
power of the basic [4-year, annual average]
regression. DA ESF, and PL 480 [T-I/IH]
alone yield an R? of 0.88 against USDH Add-
ing number of projects brings the R?100.90.)

Technical Notes

For a few countries, data were available for
less than 4 years during the FY 1988-1991
period. In these cases, the annual average ob-
servations were derived by dividing by the
number of years for which data were available.
For example, for Panama, 3 years; Nicaragua,
2 years; and for Namibia and Romania, 1 year
each.

“Number of Projects’” included all activi-
ties with activity numbers, including cash
transfers, commodity import programs, and PL.
480 programs. A “‘project” was counted when
either the obligation or the expenditure was
greater than zero, and the first year when both
obligation and expenditure were zero, but nof
in subsequent years. The assumption was thus
made that an activity on the books but with no
obligation or expenditure constituted a mini-
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mal management burden after 1 year without
obligations or expenditures.

Title II was entered as a separate variable
for the FY 1991 repressions, but was found to
be insignificant $0 was not examined for other
years.

QOther variables were considered for inclu-
sion in the regressions, but were not employed.
USDH staffing levels could be more closely
related to some measure of the total value of a
Mission’s portfolio. Such a measure would
eliminate the year-to-year variability of cur-
rent obligation figures. This problem has been
mitigated, however, by using 4-year averages
for FY 1988-1991. It should also be noted that
the “coefficient of determination” or R? re-
sulting from employing the 4-year average
data is greater (0.90) than those yielded by
individual year-by-year regressions (0.86,
0.89, 0.86, and 0.83, respectively).

A further refinement would have been to add
some measure of ‘‘expected’’ program levels or
to employ lagged data. Further work on obtain-
ing consistent FSN and PSC data might have
yielded significant associations with variation
in USDH levels, as well as yielding a “‘total
employment” dependent variable that might
be significanily associated with other vari-
ables. The availability of trust funds, however,
may have resulted in weakening the relation-
ship between FSN, PSC, and USDH levels.
Time and resource constraints precluded fur-
ther refinements in these areas.

As noted earlier, number of contracts,
grants, and cooperative agreements managed
by a Mission would prebably be a better proxy
for ‘“management burden” than “number of
projects.”” This refinement would have re-
quired additional data sources and was not
pursued,

Another consideration was the influence of
Egypt on the “explanatory power” of the re-
sults. When Egypt was deleted from Regres-
sion (B) for FY 1988-1991, the R? droppcd
from 0,90 to (.81; for Regression (A), R




dropped from (.89 to 0.77. This coefficient
remains relatively high and statistically sig-
nificant, however, and the other variables re-
tain approximately the same, statistically
significant coefficients as when Egypt was in-
cluded. When Egypt was excluded from the
regressions, some minor changes occurred in
the patterns of the “top 10" outlier Missions,
butthey remained essentially the same. Also of
interest is the fact that while the actual USDH
values of Egypt typically were above the pre-
dicted values, in none of the regressions exam-
ined did the departure exceed more than 10
percent (in fact, it was typically below 5 per-
cent of the predicted value).

Finally, it should be noted that the above
regressions were originally run for 61 rather
than 59 Missions. The two additional Missions
are Thailand and Swaziland. While their inclu-
sion made little difference to the overall re-
sults (the R? drops from 0.90 to 0.89 and the
“intercept” increases from 3.23 to 3.6, but
only one regression coefficient changes, from
0.26DA to 0.25DA), they make a considerable
difference to the Mission-by-Mission pattern
of results. For the 4-year annual average obser-

F8

vations, Thailand ranks fifth for Regression
{A) and third for Regression (B) in differences
for USDH levels above predicted values, and
Swaziland ranks seventh and eighth, respec-
tively. Both the Thailand and Swaziland Mis-
sions manage bilateral programs and are
responsible for significant other-country and
regional responsibilities. The actual average
USDH levels for the 4-year period for Thailand
and Swaziland were 19 and 16, respectively.
These figures are supposed to have had the
“other-country” and regional positions netted
out, but the above figuses still appear far too
high, in the view of knowledgeable officers, to
reflect bilateral responsibilities exclusively. In
the absence of better adjustments, the two Mis-
sions have been excluded from the analysis
reported above.

The knotty problem described above, of
separating “‘other-country’’ and regional from
bilateral responsibilities, may apply to other
Missions among the 59 as well. This is another
reason for viewing the use of regression results
to “predict” USDH staffing levels as only il-
lustrative.
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Attachments: Detailed Tables of
Regression Results

AlLD.'s In-Country Presence: Appendix F

F-9




Attachment 1

MEAN of the four year period 1988 to 1991
MEAN Total U.S Direct Hires, as a Function of MEAN DA, MEAN ESF
MEAN of PL480 Title lll Obligations, MEAN # of ESF and DA Projects
Period=1988 to 1991

Analysis of Variance

Sum of Maan

Source DF Squares Square F Value Prob>»F
Model 4 12184.00414 3046.00103 118.705 0.0C01
Errer 54 1385.65866 25.66035
C Total 58 13569.66280

Root MSE 5.06560 R—aquara 0.8979

Dep Mean 15.83501 Adj R-sq 0.8903

c.V. 31.90%8%

Paramatar Estimatas

Parameter Standard T for HO: Standardized
Variable DF Estizate Error Parameter=0 Prob > |T| Estimate
INTERCEP 1 3.226170 1.13171292 2.851 0.0062 0.00000000
- - 0.256256 0.05841722 4.387 0.0001 0.27504648
; 0.075730 0.01137507 6.658 0.0001 0.55800986
Previous Page Blank ¢.161841  0.05572340 2.904 0.0053  0.23625531
0.128513 0.04687406 2.742 0.0083 0.17745967

Collinearity Diagnostics

Condition Var Prep Var Prop Var Prop Var Prop Var Prop

Number Eigenvalue Number  INTERCEP Da ESF PLT3 TOTERO
1 3.30468 1.00000 0.0212 0.0137 0.0058 0.0134 0.0126
2 1.17209 1.67912 0.0361 0.0295 0.0506 0.0470 b0.0061
3 0.27396 3.47310 0.7053 0.267% 0.0304 0,0411 b0.0048
1 0.15956 4.55096 0.1798 0.0101 0.2585 0.5754 0.3187
5 0.089713 6.06875 0.0576 0.678% 0.5707 D0.3231 0.6578

Model: MODELL
Dependent Variable: USDH

Data Sources: A.I.D.
Countries with no DA &/or no ESF are treated as zeros
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Attachment 2

MEAN of the four year period 1988 to 1991
MEAN Total U.S Direct Hires, as a Function of MEAN DA, MEAN ESF
MEAN of PL480 Title Ill Obligations, MEAN # of ESF and DA Projects
Period=1988 to 1991

Dep Var Predict std Err $td Err Student Cook’s
Obs COUNTRY USDH Value Pradict Residual Residual Residual -2-1-0 1 2 D
1 AFGHANIS 14,7100 16.3870 1.044 -1.6770 4.957 -0.338 ! | | 0.001
2 BANGLADE 31,7100  34.4962 3.623 =2.7862 3.541 ~0.787 | *| | 0.130
3 BELIXE 6.6000 10.5626 - 1.422 -3.9626 4.862 -0.815 | *| I 0.011
4 BOLIVIA 19,0325 24,0537 1.764 =5.0212 4.749 -1.057 | k| | 0.031
5 BOTSWANA 7.7175 7.5400 0.818 0.1775 4,999 0.036 | | | 0.000
6 BURXINA 5.3300 5.5801 0.920 =0.2501 4.981 =0.050 | | | 0.000
7 BURUNDI 5.32175 5.7893 0,903 =0.4618 4.984 =0.093 | | | 0.000
8 CAMEROON 17.5125 14,7184 1.055 2.7941 4.954 0.564 | | * | 0.003
9 CAPE VER 2.6150 4,6901 0.981 =2,0751 4.970 -0.418 | | | 0.001
10 CHAD 9.4875 1.5174 0.832 1.5101 4,997 0,382 | | | 0.001
11 COSTA RI 22.4600 18.1273 1.242 4.3327 4,911 0.882 | P> | 0.010
12 DOMINICA 17.7375 16.0665 1.114 1.6710 4,942 0,338 | | | 0.001
13 ECUADOR 18,1150 14.6252 1.632 3.48%8 4,796 0.728 | | * | 0.012
14 EGYPT 99.5 94.6 4.696 4.9458 1.899 2.604 | bbb | 8.295
15 EL SALVA  36.2000 49.299%)9 2.212 -13.0999 4.557 =2.875 | wwwww} i 0.390
16 ETHIOPIA 4.3275 3.6167 1,086 0.7108 4,548 0.14¢ | | | 0.000
17 GAMBIA, 4.8175 6.8019% 0.841 -1.5844 4,995 -0.397 | b | 0.001
18 GHANA 6.9725 9.6879 0.911 -2.715%4 4,983 -0.545 | " | 0.002
19 GUATEMAL 25.9575  27.8027 1,585 -1.6452 4.808 -0.342 | | | 0.003
20 GUINEA 6.8450 9.3074 0.921 =-2.4624 4.981 -0,494 | | | D.002
21 GUINEA-B 2.3725 5.3027 0.94% -2.9302 4.976 -D.58% | ® | 2.003
22 HAITI 20.4175 20,8604 1.718 -0.4429 4.765 -0.093 | | I 0.000
23 HONDURAS 38.1725 29.5352 1.458 8.6373 4.85] 1.780 | | ddd I 0.057
24 INDIA 21.3950 21.5636 1.906 -0.1686 4,693 -0.036 | | | 0.000
25 INDONESI 39.0900 26.8511 2.106 12.2389 4.607 2,657 | jeeeex | Q.295
26 JAMAICA 20.7175  26.4424 2.219 =5,7249 4.554 =1.257 | i | ¢.075
27 JORDAN 17.3675 6.9237 1.042 10.4438 4.957 2.107 | [ad | 0.039
28 KENYA 25.6850 19.9177 1,053 5.7673 4.955 1.164 | | ** | 0.012
29 LEBANON 1.0967 6.7748 0.505 -5,6780 4.984 -1.13% | b | | 0.00%
30 LESOTHO 8.1800 7.0979 0.501 1,0821 4.985 0.217 | | | 0.000
31 MADAGASC 5.0275 7.6669 0.855 =2.6394 4.993 ~0.529% | *| | 0.002
32 MALAWI 11.0675 13.7300 1.0BB =2.6625 4.947 -0,538 | | | 0.003
33 MALI 15.5150 12.4863 D.753 3.0287 5.009 0.60% | * | 0.002
34 MAURITAN 3.5825 4.4863 0.956 =0.5038 4.967 ~0.182 | l | 0.000
35 MOROCCO 22.8675 17.3298 1.289 5.5377 4.996 1.131 | |** | 0.018
36 MOZAMBIQ 7.4300 11,7098 1.084 -4.2798 4.%48 -0.865 | *| | 0.007
37 NAMIBIA 2.2000 4.7802 1.036 =2.5802 4.959 =-0.520 | * | 0.002
38 NEPAL 18.4925 10.5691 D.753 7.9234 5.009 1.582 | [www | 0.011
39 NICARAGU 10.7950 17.6386 1.135 =6.8436 4,937 -1.,386 | LA | 0.020
40 NIGER 19.8725 12.0487 0.840 7.8238 4.9%% 1.%66 | [une | 0.014
41 NIGERIA 1.9875 8.0571 1.1717 =-6.0696 4.927 -1.232 | bl | | 0.017
42 OMAN 5.4150 4.8178 1.048 0.5972 4.956 0.120 | | I 0.000
43 PAKISTAN 41,9950 43,1083 1.6 -1.1133 4.755 -0.234 | | | 0.001
44 PANAMA 7.7367 15.8841 1.333 -8.1475 4.447 =1.667 | bAAd | | 0.041
45 PERU 17.8450 19,2628 1.785 =1.4178 4.741 -0.29% | | I 0.003
46 PHILIPPI  38.7550 42,3366 2.722  -1.5816 4.272 -0.838 | *| | 0.057
47 ROMANIA 0.8000 4.5796 1.109 -3.7796 4.943 -0.765 | *| | 0.006
48 RMANDA 6.8150 9.0850 0.804 -2.2700 5.001 ~0.454 | | | 0.001
49 SENEGAL 22.2075 12.6601 0.728 9.5474 5.013 1.905 | |2 | 0.015
50 SOUTH AF 8.7325 12.4508 0.868 -3.7180 4.991 -0.745 | * i 0.003
51 SRI LANK 19.9300 20.2013 1.827 =-0.2713 4.724 -0.057 | | ] 0.000
52 TANZANIA 5.7215 8.1371 0.920 -2.469%6 4,981 -0.496 | ] i 0.002
53 TOGO 4.0800 5.6300 0.914 -1.5500 4.983 -0.311 | f | 0.001
54 TUNISIA 11.5725 9.6241 1.502 1.9484 4.838 0.403 | | | 0.003
55 UGANDA 9.7150 13.7812 0.927 -4.0662 4.980 -0.816 | M| | 0.005
56 YEMEN 16.0175 10.7419 0.900 5.2756 4.985 1.058 | | | 0.007
57 ZAIRE 21.1500 15.6319 0.963 5.5181 4.973 1.110 | |*w | 0.009
58 ZAMBIA 6.6475 7.2235 0.936 -0.5760 4.978 -0.116 | | | 0.000
59 ZIMBABNE 12.7925 6,1684 0.884 6.6241 4.988 1.328 | (A | 0.011
Sum of Residuals 5.56BB79E-13
Sum of Squared Residuals 1385.6587

Predlicted Resid S5 (Press) 2914 .6062

Data Sources: A.I.D.
Countries with no DA &/or no ESF are treated as zercs
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Period=1988 to 1991

Attachment 3
MEAN of the four year period 1988 to 1991
MEAN Total U.S Direct Hires, as a Function of MEAN DA, MEAN ESF

MEAN of PL480 Title lil Obligations, MEAN # of ESF and DA Projects
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MEAN Total U.S Direct Hires, as a Function of MEAN DA, MEAN ESF
MEAN of PL480 Title il Obligations, MEAN # of ESF and DA Projects

COUNTRY

INDONESIA
JOFDAN
SENEGAL
HONDURAS
NEPAL
NIGER
ZIMBABWE
KENYA
MOROCCO
ZAIRE
YEMEN
EGYPT
COSTA RICA
ECUADOR
MALI
CAMEROON
TUNISIA
CHAD
DOMINICAN REPUBLC
LESQTHO
ETHIOPIA
COMAN

BOTSMANA
INDIA
BURKINA FASO
SRI LANKA
HAITI
BURUNDI
ZAMBIA
MAURITANIA
PAKISTAN
PERU

TOGO
GUATEMALA
AFGHANISTAN
GAMBIA, THE
CAPE VERDE
RWANDA
GUINEA

TANZANIA, UNITED REPUBLIC OF

RAMIBIA
MADAGASCAR
MALANI

GHANA
BANGLADESH
GUINEA-BISSAU
PHILIPPINES
SQUTH AFRICA
ROMANIA
BELIZE
UGANDA
MOZAMBIQUE
BOLIVIA
LEBANON
JAMAICA
NIGERIA
NICARAGUA
BANAMA

EL SALVADOR
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Attachment 4

MEAN of the four year period 1988 to 1991

CTRY

IND
JOR
SEN
HON
NEP
NIG
ZIM
KEN
MOR
ZAI
YEM
EGY
cos
ECD
MAL

Period=1988 to 1991

PLT3

7.500
0.000
3,650
14.000
0.000
0,000
0,000
7.925
28,250
17.325
11.2350
139,875
7.500
0.000Q
1.573
0.000
21,225

39.175

Data Sources: A.I.D.
Countrlaes with no DA &/or no ESF are treated as zeros

ESF

1.748
17.906

162,131

DA

62,2405
0.0000
17.2928
39.3580
15.2395
22.3925
6.0905
37,0887
16.7618
21.2965
15.0775
0.0000
11,0047
15.9647
21,4755
30.5538
0.3370
7.8347
19.9515
10,2183
0.5210
0.0000
7.5418
52.1257
3.1680
29,3338
30,4520
4,7365
4.3850
1,5325
33,1293
16.5688
4.3658
33,3483
25,9703
6.5565
1,7418
14.5885
16,2595
13.8818
1.7913
11.0418
28,8115
15.1530
63,7875
1,9600
50,7248
21.6283
1.1208
7.3295
26.50990
23,4770
25.55%43
4.0903
30.4493
14.08220
3,95438
1,4399
61,2530

USPH

39.0900
17.3675
22,2075
36,1725
18,4825
19.8725
12,7925
25,6850
22.8675
21.1500
16.0175
99,5250
22,4600
18.1150
15,5150
17.5125
11.5725
9.4875
17.7375
8.1800
4.3275
5.4150
7.7175
21.3950
5.3300
19.9300
20,4175
5,3275
6.6475
3.5825
41,9950
17.8450
4.0800
25.9575
14,7100
4.8175
2.6150
6,8150
6.8450
5.72715
2.2000
5.0275
11.0675
6.9725
31,7100
2.3725
38.7550
B8.7325
0.8000
6.6000
9.7150
7.4300
19,0325
1.0967
20.7175
1.9875
10,7950
7.7367
36.2000

TOTPRO

49,25
18,75
a0.50
65.73
26.75
24.00
10,75
43,00
27.75
32.25
14.25
61,50
45.00
55.50
27.25
28.50
16.75
13.25
45,50

9.75

2.00

5.25
18.25
38.75
12.00
26.75
67.75
10.50
11.00

6.73
40,00
57.00
10.00
£9%.75
31.00
14.75

7.75
16.50
11.75
11.00

4.00
11.75
23.50
11.25
31.25
12.25
62.50
23,25

2.00
42.00
22.00
13.25
67.00
18,00
65.25

4.50
20,50
26.25
91.50

PRED

26,8511
6.9217
12.6601
29,5382
10.5691
12,0487
6,1684
19.9177
17.3298
15.6319
10,7419
94,5792
18.1273
14.6252
12.4863
14,7184
9.6241
7.5774
16.0665
7.0979
3.6167
4,B178
7.5400
21.5636
5.5801
20,2013
20.8604
5.7893
7.2235
4.4863
43.1083
19,2628
5.6300
27,6027
16.3870
6,8019
4.6901
9.0850
9.3074
8.1971
4.78D2
7.66659
13.7300
3.6875%
34.4962
5.3027
42,3366
12.4505
4.5796
10.5626
13.7812
11,7098
24.0537
6.7746
26,4424
8.0571
17.6386
15,8841
49,2999

RESID

12,2389
10.4438
9.5474
8.6373
7.9234
7.8238
6.6241
5.7673
5.5377
5.5181
5.2756
4.9458
4.3327
J3.4898
3.0287
2.7941
1.9484
1.9101
1.6710
1.0821
0.7108
0.5972
0.1775
-0.1686
=-0,2501
~0,2713
-0.4429
-0.4618
-0.5760
~0.9038
-1,1133
-1.4178
=-1.5500
-1.6452
-1.6770
~1.9844
-2.0751
=2,2700
=-2.4624
-2,4696
~2.5802
-2,6354
=-2.6625
-2.7154
-2.7862
-2.9302
=3.5816
-3.7180
=3.7796
-3.9626
-4.0662
~4.2798
-5,0212
-5.6780
=5,7249
-6.06%96
-6.8436
-8.1475
-13.0999

Program and Operations Assessment No. 3



APPENDIX

G

Support Services to
U.S. Direct Hire
Employees Overseas

A.1D. and its predecessor agencies have,
along with the embassies and other elements of
the official U.S. Government (USG) commu-
nity located in Third World countries, tradi-
tionally provided a wide range of benefits and
support services to their U.S. direct hire
(USDH) employees in-country, and today, in
the case of A.1.D,, to contractors as well.

Other Ideas and
Suggestions

These services range from education, cost of
living, relocation, and hardship and hazardous
duty allowances to provision of housing and
furnishings and maintenance thereof, transport
of household effects and personal vehicles,
provision of commissaries, and other forms of
administrative support.

Historically, these benefits have represented
(1) significant incentives for the recruitment
and retention of qualified staff and (2) a form
of support that did not exist on the private
market or could only have been obtained with
great difficulty and sacrifice of reliability and
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quality. The direct provision of items such as
housing, furnishings (including major appli-
ances), and the maintenance of housing and
appliances represented a cost-effective method
of providing these benefits in the bulk of coun-
tries where A.L.D. had programs. Over time,
however, increasing differentiation in this re-
gard has evolved among developing countries,
suggesting at least three categories of coun-
tries: (1) least developed countries where the
direct provision of support services is the most
efficient way to operate and is essential to
retaining qualified USDH staff; (2) other coun-
tries where some services are available on a
satisfactory basis from the private market; and
(3) others where services on the private market
are comparable to those found in the United
States, Canada, or Europe.

As one moves from categories (1} to (3),
- alternative approaches to the direct provision
of support services could well become more
cost-effective. There are a number of consid-
erations that must be assessed before imple-
menting any of these alternatives, however.
The impact on staff morale and productivity
may be a major constraint, depending on the
counfry situation, to implementation of akter-
native approaches.

In countries where some services are reli-
ably available on the private market, it may be
feasible, as suggested in Section 2 of the main
text, to contract for services from an outside
firm rather than provide them directly by sup-
port staff located in the Mission (whether
USDH, Foreign Service national direct hire, or
personal services contractor). But the cost of
contracting off site may or may not be less than
the cost of providing such services from within
the Mission. Moreover, the use of off-site con-
tractors may pose unacceptable security risks
in some countries, even if such services are
“‘available” on the private market.

Where the private market for such services
is quite well developed (e.g., real estate bro-
kerage), provision of monetary allowances in
lieu of providing the services (from within the

G-2

Mission or by outside contract) may be a fea-
sible alternative. This approach is more com-
monly found, as confirmed by the team in its
interviews, among other donors and among the
foreign private sector in developing countries.
However, the amount of an allowance required
to provide a given level of service may or may
not cost less than the amownt required to pro-
vide that level and quality of service in kind.
Moreover, moving to monetary allowances is a
fundamental change of policy and practice that
cannot apply to just opne ¢lement, such as
AlD., of the U.S. Mission in a given country.
All USG agencies with representation over-
seas would need to be involved.

A small working group could be tasked with
studying these possibilities. After an initial
anatysis, and when appropriate, the group
should bold discussions with relevant units of
the Management Bureau of the State Depart-
ment to ensure that its deliberations are in-
formed by U.S. Governmentwide policies and
practices country by country.

Paperwork—Reports
and Requests for
Information

The interviews undertaken during the as-
sessment confirm a widespread feeling among
field staff, as well as headquarters staff for that
matter, that we are suffocating ourselves with
paperwork, and that has become a sericus im-
pediment to our substantive work.

Although almost everyone interviewed
complained about paperwork, very few were
able to attribute an amount of time spent on
reporting requirements and information re-
quests. Most of the team were not surprised
because it is not a single report or request that
is bothersome but the cumulative impact over
time. There is, moreover, accumulating, but
disparate, other evidence suggesting a prob-
lem. For example, several surveys undertaken
over the last few years (an analysis by the
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Bureay for Program and Policy Coordination
in response to a request from the Hamilton
Group and surveys by the Coordinating Group
for Improving Agency Operations and Effi-
ciency in A.LD./W and among ficld posts)
were not satisfactory in suggesting a clear and
rational solution. They did, however, provide
insights that suggest a number of conclusions:

o It probably is not possible to determine
with precision how many reports we pre-
pare and what are the human resource
and financial costs

e Some reports are critically important but
many are of marginal or no utility; others
have outlived their usefulness, and no
one knows why some are prepared or
who requested them

¢ The system (if there is one) is out of
control: there is no structural or control
point(s) within the Agerncy and such ab-
sence of discipline defies description.

e Even though the human resource and fi-
nancial cost is significant, the indirect
cost resulting from reports as a diversion
factor is probably enormous.

® Much of the paperwork is mandated by
Congress.

¢ Anything short of senior management in-
tervention and involvement is not likely
to have much of an impact.

Having cited the above observations, we
think there is sufficient evidence to permit a
presumption that we have a serious problem
and something fairly radical needs to be done
about it. A number of approaches have been
discussed, but the most attractive one is some
type of structured moratorivm that would take
into account at teast the following:

o Exemption of critical financial, person-
nel, operational, and legally required re-
ports we need to stay in business

= A period prior to the effective date of the
moratorivm to permit presentation of

A.LD.’s In-Country Presence: Appendix G

justification for other reports to be re-
viewed by a small ad hoc group with
recourse to the A.LD. Admiristrator

® A permanent group for review of justifi-
cation for reports initiated after the
moratorium

e A rigid, disciplined system for clearance
of requests to field posts for information

o A twilight provision

We suspect a moratorivm would, inter alia,
ferret out a lot of good and bad reports that
cannot otherwise be identified, eliminate a
number of reports simply because they have to
be justified, and force people to consider
whether certain reports are really useful and
necessary,

An approach like this is worth considering,
but it needs a good deal of staff work. We
recommend, therefore, that a small working
group (not to exceed four people) be convened
to prepare a plan to submit to the MCRC.

Shared Support
Services

Shared support services, as used herein, re-
fers to staff functions that canaot be justified
for one country ou a full-time basis. Thus,
certain disciplines or functions—generally,
project development., legal, contracting, pro-
curement, PL 480 spacialist, and social scien-
tist—are positioned to be accessible to a
country program when needed, usvally on a
subregicaal, regional, or centralized, that is,
A.LD./W, basis.

Provision of shared services has taken many
forms over the years, but the most enduring
bave been TDY's from A.L.D./W; an individual,
such as a contract officer sited in one Mission
and servicing several others; and regional of-
fices, such as the REDSQs in Africa, which
provide a wide range of services to 20 to 22
COUntry programs cach,
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The sharing of services by several country
programs and the provision of services from a
central or regional capability can contribute to
savings of human and financial resources.
However, the field interviews disclosed a
widespread preference for resident staff, and
resistance, if not hostility, to using subregional
and regional services. According to these peo-
ple, one would oaly resort to A.I.LD./W in ex-
tremis. They also disclosed increased
difficulty in staffing regional positions with
disciplines that are being assigned to Mis-
sions.

Among other things, the interviews tended
to confimn an impression of a system that en-
courages the expansion and proliferation of
free-standing, relatively self-sufficient field
posts, as opposed to the optimum use of subre-
gional or regional collective or shared support
services. The incentive system (which in-
cludes performance pay, promotion, access to
the Senior Foreign Service, onward assign-
ment, and visibility) seems to award program
size and velume and field post size as positive
performance factors. Performance, in and of
itself, with a minimum staff making efficient
and cost-effective use of subregional-, re-
gional-, and A.I.LD./W-based services is not
necessarily viewed negatively, but neitber is it
perceived as a contribution to one’s career,
Irrespective of what A.I.D./W says or does,
one finds a pattern of activity proliferation,
fueled by a mix of genuine development con-
cern, career ambition, and special interests of
Congress, constituent groups, and A.LD.J/W,
What follows are incremental staff increases
{executive officer, controller, project develop-
ment officers, etc.) which, over time, lead to
and support a full Mission siatus. These incre-
mental increases are hardily noticeable, and, as
individual actions, are easy to justify. It is
only when one looks at the aggregate, over a
longer time frame, that the trend becomes ap-
parent.

The result is a less efficient and cost-effec-
tive use of scarce human resources and opera-
tional expense (OE) funds, manifesting itself

G4

in over-staffing in some field posts and a less-
than-optimal use of pooled resources. This
pattern of activity also seems to result in in-
creased difficulty in attracting quality staff to
regional organizational units because they are
not viewed as attractive career options. In
short, many smaller field posts are tending to
be staffed to perform functions that could be
done elsewhere; regional service staffs are not
being utilized as well as they could be: and
Agency efforts to make the best use of human
and OE resources are being thwarted.

Why is this so? That is a hard question to
answer, and, like many things, probably in-
volves illusive factors such as personnei
changes and management style in addition to
the ones suggested above. Having said that,
however, one is struck, once again, by the criti-
cal importance of organization and manage-
ment. In this respect, what seems to be
missing, first of all, is a clear articulation of

-organization objectives. For example, are we

or are we not going to seek the most efficient
and cost-effective use of human resources and
QE funds by holding down field post staffing
and making the optimal use of regional or
other-based common support services in ap-
propriate disciplines? And, second, where is
the discipline, at senior management levels, to
make the chosen objective stick and given a
chance to work? It was, for example, lack of
discipline that permitted the erosion of the
Regional Financial Management Center
{(RFMC) and (the straw that broke the camel’s
back) the assignment of a controller to a
USAID while the Director of RFMC sat sev-
eral floors away. More recently, project devel-
opment officers and economists are being
assigned to bilateral Missions while regional
positions remain vacant—positions that could
serve more than one post.

There are clearly opportunities for greater
use of sbared support services which are com-
plementary to a core resident staff. But they
must be accessible when needed—if not, field
posts will be hesitant to or will not use them
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astheyareintended Severalexamplesfollow:

e Every geographic region has possibili-
ties of some specific functions {gener-
ally, contracting, procurement, legal, and
financial management) servicing more
than one post, for example, Bolivia pro-
viding controller services for the South-
ern Cone and Swaziland providing legal
services for Southern Africa. Whether it
makes sense depends on program size
and content and cost, and should, there-
fore, be considered on a case-by-case ba-
sis.

*The REDSOs in Africa should be
strengthened, by giving them priority in
assignment of critical personnel, and ex-
panded, if necessary, to ensure accessi-
bility of services. The corollary is that
individual field posts must take into ac-
count the skills in the REDSOs and be
staffed accordingly.

e Where there are clusters of countries
with small- or modest-size programs,
perhaps in East, West, and Southern Af-
rica, consideration should be given to
grouping certain high-use disciplines
and dispersing their focations to service
a fewer number of countries. In other
words, where the work load in two or
three countries can justify a position, lo-
cate the position central to those coun-
tries and reserve the REDSOs for
disciplines requiring a larger service
area for justification. Such an arrange-
ment would, inter alia, improve accessi-
bility to services and countribute to
morale by redocing travel and time away
from home. It would also enable a reduc-
tion in bilateral Mission staff and more
rational adjustment of staff levels in re-
sponse to changes in country program
levels, performance, and political fac-
tors.

e Central America presents a unique op-
portunity to encourage regional coopera-
tion and integration, as well as potential

A.LD."'s In-Country Presence: Appendix G

it

personne] and OE savings for A.1.D,, by
moving toward shared service arrange-
ments (similar to a REDSO) and, eventu-
ally perhaps, some form of regional
Mission. The rezasons for the opportu-
nity are varied, but include a dramatic
reduction in Economic Support Funds
throughout the region, the efforts of Cen-
tral Americans themselves in integration,
the ease of travel to countries, physical
assets we have in the region, and our
long-term involvement in the institu-
tional infrastructure essential to support
integration.

We recommend that the Directorate for Op-
erations convene a working group, including
Finance and Administration/Budget, to de-
velop an Agency position on the use of re-
gional and other-based shared support services
along with disciplinary measures to ensure im-
plementation of the position and to consider
the foregoing opportunities, among others.
The working group’s recommendations should
be addressed to the Associate Administrator
for Operations.

Accountability and
Compliance Issues

When commencing this assessment, nearly
everyone on the team expected resource ac-
countability and compliance issues to be sig-
nificant factors. Yet hardly anyone anticipated
the extent to which they have permeated A 1.D.
operations and their impact on the way we do
business. One of our most senior and able
Mission Directors suggested that account-
ability is now the driving force behind Mis-
sion-requested staffing levels. For many other
employees, anxiety, and even fear, is replacing
their normal disposition to responsibly pursue
development objectives and to manage and be
accountable for public funds.

Accountability and compliance issues ema-
nate from many sources, but most have their
origin in legislation, interpretations of the
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sense of Congress, OMB directives, GAO re-
ports, IG reports, audits and evaluations, and
A.LD.s own rules and procedures. These is-
sues arise in infinite variety and, although we
found an overwhelming commitment to re-
sponsible and accountable management of
public funds, most people interviewed felt that
preoccupation with these issues was, at best,
out of balance and, at worst, out of control.

Evidence of the impact on operations is
manifold, but can be summarized by several
examples:

e Our best and most capable people are
increasingly reluctant to use their imagi-
nation in advancing difficult, sometimes
intractable, development problems and
are less willing to take risks—in what is
a high-risk business.

e People one would normally expect to
delegate responsibility and authority are
less willing to do so—a form of protec-
tion.

e Managers, in another manifestation of
protection, increasingly want to know
everything in detail and se¢ every piece
of paper—from cables and letters to
FAXes and purchase orders. Thus, one
finds a proliferation of checks and bal-
ances and clearances that is gridlocking
even small- and medium-sized Missions.

e It is a contributing factor, inter alia, to a
tendency toward centralization in field
operations—or, in other words, free-
standing, self-sufficient field posts—as
opposed to decentralized field opera-
tions making optimum use of shared re-
gional or subregional services. It is not
enough, for example, for a Mission to
have access to regional legal or contract
services. It must, so the argument goes,
have resident legal and contract staff to
provide checks at every step in the process.

There is no evidence that we could find
suggesting financial accountability and com-

pliance issues are not important. In fact, there
is widespread understanding and support of
the principle, in addition to being seen as a
positive element in better performance for
both the donor and recipient of development
assistance. Notwithstanding, there is an al-
most universal feeling that something is out of
balance, and one must ask if we are not reach-
ing a point of diminishing returns or a point
where how we deal with these issues is having
a negative impact on operations. We seem to
be in a process of accretion in which no one
has made a comprehensive effort to review
requirements; judge whether they are valid,
duplicative, overlapping, or even necessary,
and, then, prepare clear-cut guidance for
Agency managers.

We recommend that this be done without
delay by a working group consisting of an
expert on these matters from the Office of the
General Counsel, a Foreign Service officer
with extensive field experience, and, even as
ex officic members, representatives from the
General Accounting Office and Inspector Gen-
eral’s office. The working group should report
directly to the Administrator through the Gen-
eral Counsel.

Mission-Level
Incentives

One of the factors driving this assessment is
the escalating cost of maintaining an overseas
presence together with the present and foresee-
able counstraints on full-time equivalent posi-
tions and operating expense availabilities.
This is happening at a time, moreover, when
A 1D. will be expected to expand its number
of programs in response to a rapidly changing
world,

What normally happens when adjustments
are made in overseas staff and operating ex-
pense levels is that they are directed by head-
guarters and not by the managers who are
responsible for overseas organization units.
Experience suggests, however, that it is these
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managers who are in the best position to weigh
trade-offs and priorities and make the most
efficient use of scarce resources. On the other
hand, the necessity for adjustments usually
arises in Washington, and, in any case, compe-
tition between Missions needs to be sorted out.
It is doubtfyl that the present system of direc-
tive and appeal can be improved, especially
with respect to reductions. But it must be
recognized that the system does two things.
First, Mission staff and operating expense re-
quests will always be inflated to allow for
costs, unforeseen circumstances, and front-
end investments to support expansion. And
second, because they are inflated and every-
body knows it, headquarters is in a weak posi-
tion to resist runs on personnel ceilings and
operating expenses, especially in a system
where everyone expects the game to be played
by those rules and doesn’t believe anyone
would run a tight ship.

ALD.s problem is made more difficuit by
a system, referred to elsewhere, that encour-
ages the expansion and proliferation of free-
standing, relatively self-sufficient field posts,
as opposed to conservation of personnel and
operating expenses and, for example, making
optimum use of subregional or regional collec-
tive or shared support services. The incentive
system seems to award program size and vol-
ume and field post size as a positive perform-
ance factor. Performance, in and of itself, with
a minimum staff making the most efficient use
of human and financial resources is not neces-
sarily seen as a aegative factor, but neither is
it perceived as a contribution to one’s career.
What is needed, of course, are changes that
identify and reward cost-efficient perform-
ance, or, in other words, personal incentives
for managers to strive for a tight, efficient
operation,

Organizational unit incentives should also
be explored, although we have not had the
time, resources, or expertise to ferret out pos-
sible options. Nevertheless, we instinctively
feel that efficiencies can be realized (by reduc-
ing the distractions of administrative matters
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that come with size if nothing else) and scarce
human and financial resources conserved if
both personal and organizational unit Mission-
level incentives can be developed.

Thus, we recommend that one of the con-
tinuing subcommittees of the Agency Incen-
tives Project be tasked with considering the
possibility of Mission-level incentives to con-
serve staff and operating expense resources
and reporting its findings and proposals to the
Associate Administrator for Finance and
Administration.

Transition Strategies

If one accepts that an overall objective of
development assistance is political, economic,
and social progress, then implicit is the expec-
tation that a couatry will progress through dif-
ferent levels of development over time (these
levels are often identified as less-developed,
advanced developing, or middle-income coun-
tries). . An important part of the progression is
a country’s ability to increasingly assume re-
sponsibility for the management of its devel-
opment programs and, therefore, reduce
dependency on external technical assistance,
advice, and donor intervention. Management
capability includes, inter alia, program plan-
ning, project design, implementation, finan-
cial and substantive oversight, and monitoring,
evaluation, and accountability.

When you have not had that capability, or
someone else has been doing it for you, it
doesn’t happen automatically. It must be
planned for, people must be trained; structures
and systems must be created or strengthened;
benchmarks must be established; and risks
must be taken. In other words, a conscious,
deliberate, and planned transition of responsi-
bility must begin to take place.

In the countries visited, the assessment team
was struck by the high and intense level of
management involvement and control exer-
cised by A.LD. Missions compared with that
of other donor programs, and the extent to
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which recipient countries accepted and even
depended on this involvement. This is a natu-
rat extension of A.I.D.’s comparatively larger
in-country presence. It is also a function of
A.ID.'s numerous and relatively rigid ac-
countability requirements. These are, in part,
derived from Missions’ assessments of finan-
cial and other vulnerabilities based on analysis
and judgment of recipient countries’ abilities
to manage their own development processes,
as well as being responsible and accountable
for not only donor assistance but also their own
resources.

These requirements reflect increasingly
risk-averse attitudes as Agency accountability
concerns mount. This, in turn, influences the
level and degree of Mission control and over-
sight perceived to be needed and exercised. It
also drives upward the level of staffing to pro-
vide the degree of oversight with which Mis-
sions feel comfortable. If one takes a
short-range and limited view, this is under-
standable, and even reflects a positive attitude
and sensitivity to accountability. But how
long can A.LD. and recipient countries afford
this level of oversight and involvement, which
tends to perpetuate dependency and inhibit
progress towards developing self-sustaining
host-country management capacity? It seems
clear that A 1.D. and recipient countries do not
give enough attention to this important dimen-
sion of a development relationship.

The pattern and the problem described are
not unnoticed by most Missions. Neverthe-
less, as new projects aud activities are de-
signed and implemented, the pattern tends to
repeat itself. The reason, at least in part, is
that insufficient efforts are exerted to make
host-country management a major and explicit
development strategy goal and jointly to de-
velop and agree on plans for the gradual tran-
sition and transfer of management and
accountability responsibilities from ALD. to
the recipient countries. A transition strategy
is a significant dimension of development and
should, therefore, be important to all donors
and recipients irrespective of level of develop-
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~ ment and prospects for progress, but it is also

true that the impact and urgency will vary
widely among countries. Nevertheless, it is an
objective worth pursuing, if, for no other rea-
son, than that the altermative is likely to be a
static, almost entitlementlike, development
relationship.

We think that all Missions should jointly
develop with the recipient country a transition
management strategy, independent of annual
budget submissions and longer term strategies.
It should demonstrate how management capac-
ity and accountability would be developed
within recipient country institutions and how
responsibility for management and account-
ability would be gradually transferred from
A.LD, to the recipient country. The expecta-
tion would be that at the end of a program
strategy period, or the end of a project, sustain-
able increments of progress toward this goal
could be measured and demonstrated. Then,
assuming progress, the next program strategy
or follow-on project can start on a new and
increasingly more mature level of collabora-
tion, one that plans to further reduce the level
of A.I.D. management control and increase
host-country responsibility.

Why is this important in terms of the goal
of more cost-effective approaches to staffing
in-country presence? Mainly because it is
sound strategizing as well as prudent manage-
ment. It could have a substantial impact on the
quality of work force planning and on USDH
staff requirements. Such a transition strategy
approach could be applied to most countries in
which A.1.D. is currently involved. It would
certainly be an appropriate approach for those
countries with which A LD, is getting involved
for the first time. It would be in the Agency’s
long-term interest to require the formulation of
a development strategy that plans the transi-
tion between where the country is today on the
development spectrum and its reaching some
form of advanced developing country status.
The purpose would be to gradually reduce the
size and volume of the A.I.D.-managed portfo-
lio, the degree of management control exer-
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cised by A.1.D., and the number of USDH staff
to an appropriate and commensurate in-coun-
try presence. In this regard, A.I.D. might ex-
amine the Canadian International
Development Agency's effort to do just this in
Indonesia.

It is recommended, therefore, that AI1D.'s
Directorate for Policy make the development
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of transition management strategies a major
goal and part of bureau goals and guidance, as
well as part of country and program perform-
ance criteria. Over time, this should decrease
bhost-country dependence, develop a more ma-
ture assistance relationship, add an important
variable to Mission development strategies,
and decrease the level of USDH staffing
needed to achieve major program goals.
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